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 1  The following Federal Register notices were issued by the USTR and the Commission relating to
investigation No. 332-410:

Date Notice Subject

Dec. 26, 1999 64 F.R. 72136 USTR notice of GSP review
Dec. 30, 1999 64 F.R. 73574 Notice of USITC investigation

 2 Chairman Lynn M. Bragg did not participate in the portion of this investigation concerning the waiver of
competitive need limits for methanol from Chile (USTR Case No. 99-6).
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INTRODUCTION1

On December 17, 1999, the Commission received a request from the United States Trade Representative
(USTR) for an investigation under section 332(g) of the Tariff Act of 1930 for the purpose of providing
advice concerning possible modifications to the U.S. Generalized System of Preferences (GSP).  The USTR
request letter is included in appendix A.  Following receipt of the request and in accordance therewith, the
Commission instituted investigation No. 332-410 to provide as follows--

(a) with respect to the articles listed in Part A of the attached Annex, advice as to the probable
economic effect on U.S. industries producing like or directly competitive articles and on consumers
of the elimination of U.S. import duties for all beneficiary developing countries under the GSP.  In
providing its advice, the USTR requested that the Commission assume that the benefits of the GSP
would not apply to imports that would be excluded from receiving such benefits by virtue of the
competitive need limits specified in section 503(c)(2)(A) of the Trade Act of 1974 (1974 Act) (19
U.S.C. 2463(c)(2)(A)); and 

(b) with respect to articles listed in Part A and Part C of the attached Annex, advice as to whether
products like or directly competitive with the articles were being produced in the United States on
January 1, 1995; and 

(c) with respect to the article listed in Part B of the attached Annex, advice as to the probable
economic effect on U.S. industries producing like or directly competitive articles and on consumers
of the removal of the country specified with respect to the article in Part B from eligibility for duty-
free treatment under the GSP for such article; and 

(d) in accordance with section 503(d)(1)(A) of the 1974 Act, advice on whether any industry in the
United States is likely to be adversely affected by a waiver of the competitive need limits specified
in section 503(c)(2)(A) of the 1974 Act for Brazil for HTS Subheading 7202.99.10 in Part A and
the country specified with respect to the articles in Part D of the attached Annex.

The Commission2 instituted the investigation on December 23, 1999, and indicated that it would seek to
provide its advice no later than March 16, 2000, as requested by USTR.  The Commission’s notice of
investigation is contained in appendix B.

All interested parties were afforded an opportunity to provide the Commission with written comments
and information.  In addition, the Commission held a public hearing on the investigation in Washington, DC,
on February 2, 2000.  The list of witnesses that appeared before the Commission is contained in appendix C.



 3  Demand conditions in the U.S. market are described by the price elasticity of demand for products from all
sources, and the elasticity of substitution in consumption.  (The former is commonly referred to as the aggregate
demand elasticity and the latter is commonly referred to as the substitution elasticity.)  The substitution elasticity is
a measure of the substitutability of products from different sources.  The greater the substitutability of products
from different sources, the higher the substitution elasticity.  Another way to view the substitution elasticity is as a
measure of product differentiation. The more differentiated products are, the lower the substitution elasticity. 
Products may be differentiated by product characteristics (such as quality, physical specifications, shelf-life, etc.)
and conditions of sale and distribution (such as lead times between order and delivery dates, payment terms,
product service, minimum order size, variations in availability, etc.).  Supply conditions are described by price
elasticities of supply.  Elasticity estimates are based on a qualitative analysis of the industry by staff as well as
existing estimates taken from the literature.  Appendix D provides a presentation of the model used for evaluating
the probable economic effect of changes in the GSP.  
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PRESENTATION OF ADVICE

In response to the USTR request, the Commission is providing its advice in the form of commodity
digests, as has been done in prior GSP investigations.  Each digest examines the effect of tariff modifications
on a single HTS subheading and provides advice in terms of the traditional coding scheme noted later in this
section.

This report contains 7 digests covering 7 HTS subheadings.  Each digest contains the following sections:

I. Introduction
This section provides basic information on the item, including description and uses, rate of duty, and an
indication of whether there was a like or directly competitive article produced in the United States on
January 1, 1995.

II. U.S. market profile 
This section provides information on U.S. producers, employment, shipments, exports, imports,
consumption, import market share, and capacity utilization.  When exact information is not obtainable,
estimates based on the following coding system are provided:

*   = Based on partial information/data adequate for estimation with a moderately high degree of 
confidence, or 

** = Based on limited information/data adequate for estimation with a moderate degree of 
confidence.

III. GSP import situation, 1998
This section provides 1998 U.S. import data, including world total and certain GSP-country specific
data. 

IV. Competitiveness profiles, GSP suppliers
This section provides background information on GSP-eligible countries for the digest, their ranking as
an import source, a discussion of the price responsiveness of supply and demand for imports from that
country, and the price and quality of the imports versus U.S. and other foreign products.3

V. Position of interested parties
This section provides a brief summary of the petition as well as summaries of hearing testimony and any
written submissions from interested parties.



 4 One digest (HTS subheading 3817.10.50) involves a request to provide advice as to whether a product like or
directly competitive with that product was being produced in the United States as of January 1, 1995. Therefore,
there will be no probable effect section associated with this digest.
  5  For probable effect advice, "U.S. consumer" is limited to the first-level consumer and may be a firm receiving
an intermediate good for further processing or an end-use industry receiving a final good.
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  VI. Summary of probable economic effect advice 4

This section provides advice on the short-to-near-term (1 to 5 years) impact of the proposed GSP-
eligibility modifications on U.S. industries producing like or directly competitive articles and on U.S.
consumers,5 and advice concerning whether any U.S. industry is likely to be adversely affected by a
waiver of the competitive need limits, as appropriate.  In the course of providing this advice, the
Commission also estimates changes in the U.S. import levels resulting from the GSP modifications.  The
probable economic effect advice, to a degree, integrates and summarizes the data provided in sections I-
V of the digests with particular emphasis on the price sensitivity of supply and demand.  For example, if
the substitution elasticity in the United States and the price elasticity in the exporting beneficiary country
are both relatively high, the elimination of even a moderate-level tariff suggests the possibility of large
increases in imports from the beneficiary country.  Appendix D provides a brief textual and graphic
presentation on the model used for evaluating the probable economic effect of changes in the GSP. 

The estimated changes in import levels are presented in terms of the degree to which GSP modifications
could affect the level of U.S. trade with the world.  Consequently, if GSP beneficiaries supply a very
small share of the total U.S. imports of a particular product or if imports from beneficiaries readily
substitute for imports from developed countries, the overall effect on U.S. imports could be minimal.

The digests contain a coded summary of the probable economic effect advice.  The coding scheme is as
follows:

FOR “REMOVAL” DIGESTS:

Level of total U.S. imports.
Code X: Little or no decrease (0 to 5 percent).
Code Y: Moderate decrease (6 to 15 percent).
Code Z: Significant decrease (over 15 percent).
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U.S. industry and employment:
Code X: Little or negligible beneficial impact.
Code Y: Significant beneficial impact (significant number of additional workers employed;

increases in output; increases in profit levels; new firms; but beneficial impact not
industry-wide).

Code Z: Substantial beneficial impact (substantial increase in employment; widespread increased
production; substantial increases in profits levels; beneficial impact on the industry as a
whole).

Code N: None.

U.S. consumer:
Code X: The bulk of the duty increase (greater than 75 percent) is expected to be absorbed by the

foreign suppliers.
Code Y: The duty increase is expected to increase costs to both the foreign suppliers and the U.S.

consumer (neither absorbing more than 75 percent of the costs).
Code Z: The bulk of the duty increase (greater than 75 percent) is expected to be passed on to the

U.S. consumer.
Code N: None.

FOR “ADDITION’ AND “COMPETITIVE-NEED-LIMIT WAIVER” DIGESTS:

Level of total U.S. imports:
Code A: Little or no increase (0 to 5 percent).
Code B: Moderate increase (6 to 15 percent).
Code C: Significant increase (over 15 percent).
Code N: No impact.

U.S. industry and employment:
Code A: Little or negligible adverse impact.
Code B: Significant adverse impact (significant proportion of workers unemployed, declines in

output and profit levels, and departure of firms; effects on some segments of the
industry may be substantial even though they are  not industrywide).

Code C: Substantial adverse impact (substantial unemployment, widespread idling of productive
facilities, substantial declines in profit levels; effects felt by the entire industry).

Code N: None.

U.S. consumer:
Code A: The bulk of duty saving (greater than 75 percent) is expected to be absorbed by the

foreign suppliers.  The price U.S. consumers pay is not expected to fall significantly.
Code B: Duty saving is expected to benefit both the foreign suppliers and the domestic consumer

(neither absorbing more than 75 percent of the costs).
Code C: The bulk of duty saving (greater than 75 percent) is expected to benefit the U.S.

consumer.
Code N: None.

The probable economic effect advice is based on estimates of the expected change in GSP eligibility
compared with current market conditions.  That is, the estimated effects are independent of and in addition to
any changes that will otherwise occur.  Although other factors, such as exchange rate changes, relative
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inflation rates, and relative rates of economic growth, could have a significant effect on imports, these other
factors are not within the scope of the USTR request.

DIGEST LOCATOR

Report digests are listed by proposed action and in sequential order by HTS subheading.  This listing
provides the following information on the individual digests:  a digest title, the proposed action, petitioner,
probable economic effect advice, column 1 rate of duty, existence of U.S. production on January 1, 1995, and
the name of the International Trade Analyst assigned.



HTS subheadings requiring probable economic effects advice and listing of digests

U.S. pro-
duction
of like or

Col. 1 directly
Probable rate of competitive
economic duty, articles,

HTS sub- Proposed  effects Jan 1, Jan. 1,
headings Short title action Petitioners advice 2000 1995 Analyst

2905.11.20 1 Methanol Waiver Government of Chile, *** 10.5% Yes Jonnard
(Chile)      Methanex Methanol Company

2905.42.00 Pentaerythritol Removal Hercules, Incorporated *** 3.7% Yes Jonnard
(Brazil)

3817.10.50 Other mixed alkylbenzenes Like or directly Shrieve Chemical Products, Inc. (2) 0.4¢/kg No Robinson
competitive + 10.8%
product

7202.50.00 Ferrosilicon chromium Waiver PMI Alloys, Inc.,     *** 10% No Tsuji
(Russia) Chelyabinsk Electrometallurgical 

Plant, Russia

7202.99.10 Ferrozirconium Addition Victoria Alloys, Inc.,     *** 4.2% Yes Tsuji
and Waiver Italmagnesio Nordeste S/A,
(Brazil) Trablin-Trading Brasiliera de

Legas e Inoculantes S/A

8104.19.00 Unwrought magnesium Addition Polymet Alloys, Inc., Rima *** 6.5% Yes DeSapio
alloys Industrial S/A

8104.30.00 Magnesium raspings, Addition Polymet Alloys, Inc., Rima *** 4.4% Yes DeSapio
turnings, granules, and Industrial S/A
powders

                

  1  Chairman Lynn M. Bragg did not participate in the portion of this investigation concerning the waiver of competitive need limits for methanol from Chile 
(USTR Case No. 99-6).

2  There are no PE advice statements associated with this digest.
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DIGEST NO. 2905.11.20

METHANOL



Digest No. 2905.11.20

 1 Chairman Lynn M. Bragg did not participate in the portion of this investigation concerning the waiver of competitive-
need-limits for methanol from Chile (USTR Case No. 99-6).

2

Methanol1

I.  Introduction

  X   Competitive-need-limit waiver Chile

HTS subheading(s) Short description
Col. 1 rate of
duty (1/1/00)

Like or directly
competitive article
produced in the United
States on Jan. 1, 1995?

Percent ad
valorem

2905.11.201 Methanol, not for production of synthetic fuel or
used as fuel.

10.5%2 Yes

1 India has been proclaimed by the President as non-eligible for GSP treatment for articles included under subheading
2905.11.20 since 5/19/92 because of country practice (intellectual property rights (IPR)).  Trinidad and Tobago was proclaimed
by the President as non-eligible for GSP treatment for articles included under subheading 2905.11.20, as of 7/1/95 because it
exceeded competitive-need-limits. 

2 This HTS subheading is subject to the following staged reductions for normal trade relations duty rates:   9.2% in 2001,
8% in 2002, 6.8% in 2003, and 5.5% in 2004.

Description and uses.–Methanol, or methyl alcohol, is a colorless, tasteless liquid with a very faint odor,
made primarily from natural gas.  The primary use for methanol is as a chemical building-block for the production
of such derivatives as formaldehyde, methyl tertiary-butyl ether (MTBE), and acetic acid. 
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 2 Although the value of U.S. methanol imports generally declined during 1994-98 (except for a slight increase in 1997),
the quantity of these imports fluctuated during these years (in 1,000 liters): 1994: 2,850,950;  1995: 2,239,568;  1996:
2,486,259;  1997: 2,401,992; and 1998: 2,456,534.  The average unit value of these imports declined significantly during 1995-
96 from $0.16 per liter to $0.09 per liter.

3

II.  U.S. market profile

Profile of U.S. industry and market, 1994-98

Item 1994 1995 1996 1997 1998

Producers (number)1 . . . . . . . . . . . . . . . . . . 15 15 15 15 15

Employment (1,000 employees) . . . . . . . . . . 1 1 1 1 1

Shipments (1,000 dollars)2 . . . . . . . . . . . . . 1,339,000 1,194,000 747,000 1,064,000 627,999

Exports (1,000 dollars) . . . . . . . . . . . . . . . . 27,981 49,240 25,525 53,206 19,198

Imports (1,000 dollars)3 . . . . . . . . . . . . . . . . 482,206 365,449 215,751 307,794 176,294

Consumption (1,000 dollars) . . . . . . . . . . . . 1,793,225 1,510,209 937,226 1,318,588 785,095

Import-to-consumption ratio (percent) . . . . . 27 24 23 23 22

Capacity utilization (percent) . . . . . . . . . . . 94 71 71 73 704

1 American Methanol Institute, Mannsville Chemical Corp., and various trade journals.  In their post-hearing submission,
Methanex identifies two additional companies reportedly operating in 1998.  Information about these plants during 1994-98
was not readily available.  Separately, it should be noted that three companies shut down operations during Aug. 1998- Jan.
1999.  The Methanex joint venture with Cytec has also since been “suspended,” although the company states that it has
recently obtained 100 percent ownership of the methanol venture and eventually hopes to restart the plant.  Commission
hearing transcript, dated Feb. 2, 2000, p. 13. 

2 Data for 1994-96 derived from Chemical Products Synopsis; 1997, ACN/CMR/ECN Supplement, Mar. 1999; and 1998,
Chemical Manufacturers Association.

3 Information received in a memorandum from Barbara J. Boney, Chief, Commodity Analysis Branch, Foreign Trade
Division, U.S. Census Bureau, dated Sept. 22, 1999, indicates that the U.S. Bureau of Census has revised its reported statistics
concerning U.S. imports of methanol during 1997 and 1998.  The revisions have resulted in the transfer of significant quantities
of methanol from HTS 2905.11.10 (the provision for methanol “imported only for use in producing synthetic natural gas or for
direct use as a fuel,” imports of which enter free of duty) to HTS 2905.11.20.  Imports from numerous countries were affected,
including those from Chile.  According to the memorandum, the value of imports under HTS 2905.11.20 in 1998 was about
$230 million, or an increase of almost $54 million.  The imports from Chile increased by almost $23 million to approximately
$33 million.  These revisions, however, are not reflected in the U.S. import data reported here because they are not yet
contained in the official detailed errata from the U.S. Census Bureau.  These errata are expected in June 2000.  According to
preliminary statistics, these revisions would increase the import-to-consumption ratio in 1998 to 27 percent from 22 percent. 
Chile’s share of total U.S. consumption of methanol would increase to 4 percent from 1 percent and Chile’s share of total
imports would increase to 15 percent from 6 percent.  

4 Estimated by Commission staff.

Comment.–Methanol production is directly correlated to demand for its primary derivatives, particularly
MTBE.  In 1994, worldwide demand for MTBE was strong, resulting in increased U.S. production and capacity
utilization.  U.S. methanol prices increased significantly during 1994 because of the high demand for methanol
and a short supply caused by the temporary outage of several U.S. methanol plants.  During 1994-95, however,
there was a significant increase in U.S. production capacity, partially to meet demand from MTBE producers. U.S.
methanol production capacity increased in 1995 to 2.40 billion gallons from 1.72 billion gallons in 1994, or by
about 38 percent.  Domestic capacity utilization levels declined significantly during 1994-95 as the new production
capacity came onstream.  This increased capacity, coupled with a high level of lower priced U.S. imports,2 resulted
in an oversupply of methanol in the United States in 1996, depressing U.S. prices.  This decrease in prices resulted
in a corresponding decline in the value of U.S. shipments of methanol in 1996. 
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 3 “Methanol Market Remains Devastated,” Chemical Market Reporter, Feb. 8, 1999.
 4 “Prices Sink Under a Flood of Capacity,” Chemical Week, Dec. 9, 1998, and Commission hearing transcript, p. 22.
 5 Commission hearing transcript, p. 22.
 6 Methanex, “Post-hearing Brief in Support of a Petition for the Waiver of the Competitive-Need Limits of the Generalized
System of Preferences with Respect to Methanol (HTS 2905.11.20) Imported from Chile,” Dated Feb. 11, 2000, pp. 8, 10-12.

4

During 1996-97, methanol prices stabilized, even increasing slightly.  Production capacity utilization
levels also increased slightly during this time from 71 percent to 73 percent.  In 1998, however, there was a
significant increase in the quantity of U.S. imports of lower-priced methanol (the average unit value of imports
declined from $0.485 per gallon in 1997 to $0.272 per gallon in 1998), resulting in a decline in U.S. production
and a corresponding decrease in U.S. capacity and capacity utilization levels.3  U.S. methanol prices also declined,
resulting in a decline in the value of U.S. shipments of methanol.  According to sources, projected capacity
additions outside the United States in 1999 and later were expected to result in continued soft market conditions
and lower prices worldwide.4 

Methanol prices are expected to remain at fairly low levels, if not decline, despite brief upturns in 1997
and 1999,5 future demand levels are expected to vary, possibly significantly, largely because of uncertainty
regarding the use of MTBE in the United States and the potentially successful commercialization of fuel cells
(incorporating MTBE).  Methanex states in its submission that whereas demand in the medium term is uncertain
because of concerns about MTBE, it expects long-term growth to increase with the commercialization of the fuel
cells (perhaps as early as 2004).6

III.  GSP import situation, 1998

U.S. imports and share of U.S. consumption, 1998

Item Imports

Percent
 of total
imports

Percent 
of GSP
imports

Percent 
of U.S.

consumption

1,000
dollars

Grand total1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 176,294 100 (1) 22

Imports from GSP countries:

GSP total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 123,795   70 100 16

Trinidad and Tobago2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   58,051   33 47 7

Venezuela . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   32,160   18 26 4

Chile . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,749     6 9 1

Bahrain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,265     6 8 1

Russia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,594     4 6 1

Romania . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,632     1 2 (3)

Indonesia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,344     1 2 (3)
1 Not applicable.
2 Trinidad and Tobago became ineligible for duty-free GSP treatment on July 1,1995, but remained eligible for duty-free

treatment under the Caribbean Basin Economic Recovery Act.
3 Less than 0.5 percent.

Note.–Because of rounding, figures may not add to the totals shown. 
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 7 Although at least one source notes that Methanex’s operations in the United States were closed because of low prices,
another source states that “Methanex has closed high-cost plants in North America and moved most of its production to Chile.” 
Jarret Adams, “Capacity Wave Rolls in from Overseas,” Chemical Week, Jan. 26, 2000, p. 46.  Methanex, however, states that
although the methanol plant in Louisiana, “in these market conditions, is not economic,” it hopes to eventually restart it. 
Commission hearing transcript, p. 13.

5

Comment.–U.S. imports of methanol accounted for 22 to 27 percent of domestic consumption during
1994-98.  Of the total U.S. imports of methanol, imports from GSP countries accounted for 70 percent, or 16
percent of domestic consumption in 1998.  Chile was the third largest source of U.S. imports of methanol from
GSP countries in 1998.

IV.  Competitiveness profiles, GSP suppliers

Competitiveness indicators for Chile for all digest products

Ranking as a U.S. import supplier, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . .     4  
Aggregate demand elasticity (price elasticity of U.S. demand for the product from all sources, foreign and domestic):

Is the product a finished product for final sale to consumers? . . . . . . . . . . . . . . . . . . . Yes       No   X  

Is the product an intermediate good used as an input in the production of another good? Yes   X  No       

Is the product an agricultural or food product? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes        No   X  

What is the aggregate price elasticity of U.S. demand? . . . . . . . . . . . . .  High         Moderate       Low   X  

Substitution elasticity:

What is the similarity of product characteristics (such as quality, physical specifications, shelf-life, etc.) between imports
from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate      Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate      Low     

What is the similarity of conditions of sale and distribution (such as lead times between order and delivery dates, payment
terms, product service, minimum order size, variations in availability, etc.) between imports from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High         Moderate   X   Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High         Moderate   X   Low     

What is the substitution elasticity? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate       Low     

Supply elasticity for affected imports:

Can production in the country be easily expanded or contracted in the short term? . . . Yes   X  No     

Does the country have significant export markets besides the United States? . . . . . . . . Yes   X  No     

Could exports from the country be readily redistributed among its foreign export
markets? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes   X  No     

What is the price elasticity of supply for affected imports? . . . . . . . .  High    X    Moderate         Low      

Price level compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent      Below   X  

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent      Below   X  

Quality compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent   X  Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent   X  Below      

Comment.–The sole Chilean methanol producer, Methanex Chile, affiliated with Methanex Methanol Co.
(Methanex), operates 3 plants.7  Their new Chile III plant, which came onstream in May 1999, adding 975,000
metric tons of annual production capacity, is a state-of-the-art facility.  Most of Methanex Chile’s 2.7 million
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metric tons of methanol capacity from all 3 plants is said to be slated for export.8  For example, in 1998, only about
4 percent of Methanex Chile’s production was consumed in Chile.  The primary market for Chile’s exports of
methanol is Europe, with the United States being the second largest market.  Other markets include Latin America
and Asia.  During 1995-98, the U.S. share of Chilean methanol exports rose from 5.2 percent to 29.9 percent.9

According to Methanex, the waiver is being sought to ensure that methanol imported from Methanex
Chile can continue to enter the U.S. market duty-free under the GSP.  They anticipate that with the addition of the
Chile III plant, the resulting increase in U.S. imports from Chile will meet or exceed the competitive-need-limit in
2000 of $90 million or 50 percent of total imports.10  During 1994-98, the value of U.S. imports of methanol from
Chile ranged from a low of $3.5 million to a high of $33.4 million.  The value of methanol imported during Jan.-
Aug. 1999, however, was about $22 million versus about $21 million during Jan.-Aug. 1998.11

V.  Position of interested parties

Petitioner.–The petitioner, Methanex Methanol Co., imports methanol from an affiliated firm in Chile
that has recently added capacity in anticipation of a world methanol price recovery.  The petitioner stated that since
many U.S. firms rely on imported methanol to produce various petrochemicals, the competitive-need-limit should
be waived before Chile exceeds the limit.  They note that the additional capacity and the expected recovery in
world prices is likely to result in “imminent danger” that Chile will exceed the competitive-need limit.”12

Opposition.-- Submissions opposing the petition for the waiver of the competitive-need limits of the GSP
regarding methanol (HTS 2905.11.20) imported from Chile were received from the following four companies:
Borden Chemicals and Plastics; Enron Ventures Corp.; Lyondell Methanol Co., L.P.; and Terra Industries Inc. 
These companies, which accounted for about 30 percent of U.S. production capacity for methanol in 1998, attribute
their opposition to concern about the following two factors:  

-- The anticipated impact of additional duty-free imports of methanol on U.S. methanol producers is
expected to be negative given the already extremely competitive conditions in the market resulting largely
from current imports of methanol from all sources.  They state that the downward pressure on prices has
already resulted in the closure of three domestic plants, representing almost 25 percent of U.S. production
capacity (including, as cited by one of the producers, the closure of a plant in which Methanex had
invested as part of a joint venture); and

-- The waiver would benefit only one company, i.e., Methanex, since it is the sole producer of methanol in
Chile.
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VI.  Summary of probable economic advice-Competitive-need-limit waiver (Chile)

*                    *                    *                    *                    *                    *                    *



Digest No. 29051120

8

Table 1.–Methanol: U.S. imports for consumption, by principal sources, 1994-98, January-August 1998-99

Source

January- August

1994 1995 1996 1997 1998 1998 1999

Value (1,000 dollars)

Trinidad & Tobago 120,976 70,819 67,485 90,596 58,051 37,929 55,773

Canada 188,934 209,818 102,154 116,799 51,860 36,294 30,854

Venezuela 71,449 52,061 35,623 62,382 32,160 21,534 22,152

Chile 31,399 4,764 3,479 8,210 10,749 1,103 20,367

Bahrain 28,396 20,194 6,237 11,501 10,265 7,626 4,316

Russia 18,776 6,740 0 16,243 7,594 7,594 6,811

Romania 0 0 0 2,017 2,632 2,632 0

Indonesia 0 0 0 0 2,344 2,344 0

Saudi Arabia 2,447 793 707 0 554 0 0

France 7 2 2 2 31 5 14

Spain 0 0 0 3 26 19 22

United Kingdom 4 12 39 6 13 13 23

All other 19,818 246 25 35 15 12 50

Total 482,206 365,449 215,751 307,794 176,294 117,105 140,382

Total from GSP-eligible
nations 278,759 154,595 112,824 190,948 123,796 80,762 109,420

Percent

Trinidad & Tobago 25.1 19.4 31.3 29.4 32.9 32.4 39.7

Canada 39.2 57.4 47.3 37.9 29.4 31.0 22.0

Venezuela 14.8 14.2 16.5 20.3 18.2 18.4 15.8

Chile 6.5 1.3 1.6 2.7 6.1 0.9 14.5

Bahrain 5.9 5.5 2.9 3.7 5.8 6.5 3.1

Russia 3.9 1.8 0.0 5.3 4.3 6.5 4.9

Romania 0.0 0.0 0.0 0.7 1.5 2.2 0.0

Indonesia 0.0 0.0 0.0 0.0 1.3 2.0 0.0

Saudi Arabia 0.5 0.2 0.3 0.0 0.3 0.0 0.0

France 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Spain 0.0 0.0 0.0 0.0 0.0 0.0 0.0

United Kingdom 0.0 0.0 0.0 0.0 0.0 0.0 0.0

All other 4.1 0.1 0.0 0.0 0.0 0.0 0.0

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Share from GSP-eligible
nations 37.1 42.3 52.3 62.0 70.2 69.0 77.9

Note.--Because of rounding, figures may not add to totals shown.

Source:  Compiled from official statistics of the U.S. Department of Commerce.
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Table 2.-–Methanol: U.S. exports of domestic merchandise, by principal markets, 1994-98, January-August 1998-99

Market

January - August

1994 1995 1996 1997 1998 1998 1999

Value (1,000 dollars)

Mexico 13,845 12,271 8,739 17,266 8,994 6,738 3,773

Canada 1,161 1,571 2,922 5,427 4,840 3,028 3,038

South Africa 39 547 63 3,017 1,399 1,393 0

India 0 0 0 4 355 340 34

Cote d'Ivoire 0 0 56 142 351 321 68

Taiwan 176 2,852 371 2,400 330 275 141

Saudi Arabia 4 35 0 7 270 165 394

Nicaragua 3 0 15 12 190 150 79

Argentina 48 47 69 81 176 123 19

Israel 18 53 7 3 154 154 40

Bahamas 342 439 546 299 136 70 153

Australia 176 143 169 49 135 105 118

All Other 12,169 31,282 12,568 24,499 1,868 1,245 1,992

Total 27,981 49,240 25,525 53,206 19,198 14,107 9,849
Percent

Mexico 49.5 24.9 34.2 32.5 46.8 47.8 38.3

Canada 4.1 3.2 11.4 10.2 25.2 21.5 30.8

South Africa 0.1 1.1 0.2 5.7 7.3 9.9 0.0

India 0.0 0.0 0.0 0.0 1.8 2.4 0.3

Cote d'Ivoire 0.0 0.0 0.2 0.3 1.8 2.3 0.7

Taiwan 0.6 5.8 1.5 4.5 1.7 1.9 1.4

Saudi Arabia 0.0 0.1 0.0 0.0 1.4 1.2 4.0

Nicaragua 0.0 0.0 0.1 0.0 1.0 1.1 0.8

Argentina 0.2 0.1 0.3 0.2 0.9 0.9 0.2

Israel 0.1 0.1 0.0 0.0 0.8 1.1 0.4

Bahamas 1.2 0.9 2.1 0.6 0.7 0.5 1.6

Australia 0.6 0.3 0.7 0.1 0.7 0.7 1.2

All Other 43.5 63.5 49.2 46.0 9.7 8.8 20.2

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Note.--Because of rounding, figures may not add to totals shown.

Source:  Compiled from official statistics of the U.S. Department of Commerce.
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Pentaerythritol

I.  Introduction

 X   Removal from GSP Brazil

HTS subheading Short description
Col. 1 rate of
duty (1/1/00)

Like or directly
competitive article
produced in the United
States on Jan. 1, 1995?

Percent ad
valorem

2905.42.001 Pentaerythritol 3.7% Yes
1 India has been ineligible for GSP treatment since 1992 because of country practice (IPR).

Description and uses.–Pentaerythritol (PE) is used primarily in the production of alkyd resins used in
paints.  It is also used in the production of rosin esters, oil-modified urethane resins, drying oils, and other
specialty chemicals.  There are three grades of PE produced worldwide: a technical grade (containing 8 to 10
percent dipentaerythritol) and two other grades (97 to 99-percent pure monopentaerythritol).

II.  U.S. market profile

Profile of U.S. industry and market, 1994-98

Item 1994 1995 1996 1997 1998

Producers (number)1 . . . . . . . . . . . . . . . . . . . . 4 3 3 3 3

Employment (1,000 employees)2 . . . . . . . . . . . *** *** *** *** ***

Shipments (1,000 dollars) . . . . . . . . . . . . . . . . 3122,800 2 *** 2 *** 2 *** 2 ***

Exports (1,000 dollars) . . . . . . . . . . . . . . . . . . 11,862 12,336 16,166 22,277 16,869

Imports (1,000 dollars) . . . . . . . . . . . . . . . . . . 16,920 17,675 17,426 21,563 25,652

Consumption (1,000 dollars) . . . . . . . . . . . . . . 127,858 *** *** *** ***

Import-to-consumption ratio (percent) . . . . . . . 13 *** *** *** ***

Capacity utilization (percent)2 . . . . . . . . . . . . . *** *** *** *** ***
1 During 1995-98, a fourth U.S. producer produced PE for its own captive use only, with no sales to other companies.
2 ***.
3 U.S. International Trade Commission, Synthetic Organic Chemicals:  U.S. Production and Sales 1994, pub. no. 2933,

Nov. 1995.   

Comment.–During 1995-98, three domestic producers, Hercules, Celanese, and Perstorp, maintained
production capacity for pentaerythritol.  U.S. production capacity *** during 1995-98, from ***.1  During 1996-97,
it was estimated that Hercules accounted for about 30 percent of total production, Celanese, 47 percent, and
Perstorp, 22 percent.2  In 1998, the Brazilian producer, Copenor (which is partly owned by the Brazilian state oil
company Petrobras)3 brought on new capacity, increasing its capacity from about 20 million pounds per year to
about 46 million pounds per year and, in turn, increased exports to the United States.4  Statistics from the U.S.
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Bureau of Census show that from 1996 to 1998 the quantity of U.S. imports of PE from Brazil increased by 50
percent, from 1.22 million kilograms to 1.84 million kilograms.  According to information provided by the
domestic producers, U.S. shipments of pentaerythritol *** during 1998-99 to ***.  Capacity utilization *** during
1998-99.5  

III.  GSP import situation, 1998

U.S. imports and share of U.S. consumption, 1998

Item Imports

Percent
 of total
imports

Percent
of GSP
imports

Percent
of U.S.

consumption

1,000
dollars

Grand total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,652 100 (1) ***

Imports from GSP countries:

GSP total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,441 13 100 ***

Brazil . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,338 9 68 ***

Chile . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 880 3 26 ***

India . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 224 1 7 ***2

1 Not applicable.
2 ***.

Note.–Because of rounding, figures may not add to the totals shown. 

Comment.–Brazil was the primary source of GSP imports during the period but accounted for only *** of
U.S. consumption in 1998.  In 1999, another GSP supplier, Turkey, entered the U.S. market, exporting 211,750
kilograms valued at $220,228 during January-November 1999.
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IV.  Competitiveness profiles, GSP suppliers

Competitiveness indicators for Brazil for all digest products

Ranking as a U.S. import supplier, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     4  

Aggregate demand elasticity (price elasticity of U.S. demand for the product from all sources, foreign and domestic):

Is the product a finished product for final sale to consumers? . . . . . . . . . . . . . . . . . . . Yes       No   X  

Is the product an intermediate good used as an input in the production of another good? Yes   X  No       

Is the product an agricultural or food product? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes        No   X  

What is the aggregate price elasticity of U.S. demand? . . . . . . . . . . . . .  High          Moderate      Low   X  

Substitution elasticity:

What is the similarity of product characteristics (such as quality, physical specifications, shelf-life, etc.) between imports
from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate      Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate      Low     

What is the similarity of conditions of sale and distribution (such as lead times between order and delivery dates, payment
terms, product service, minimum order size, variations in availability, etc.) between imports from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High          Moderate   X   Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High          Moderate   X   Low     

What is the substitution elasticity? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate        Low     

Supply elasticity for affected imports:

Can production in the country be easily expanded or contracted in the short term? . . . Yes   X  No     

Does the country have significant export markets besides the United States? . . . . . . . . Yes   X  No     

Could exports from the country be readily redistributed among its foreign export
markets? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes   X  No     

What is the price elasticity of supply for affected imports? . . . . . .  High         Moderate   X      Low      

Price level compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent       Below  X  

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent   X  Below       

Quality compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent   X  Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent   X  Below      

Comment.–Copenor expanded capacity from about 20 million pounds per year (9,000 metric tons) to about 46
million pounds per year (21,000 metric tons) in 1998.  The unit value of the product from Brazil ranged from
$1.10 per kilogram in 1994 to $1.57 per kilogram in 1995.  Since 1995, the unit value declined to $1.27 in 1998
and to $0.90 in Jan.-Nov. 1999, generally making it among the lowest-priced, if not the lowest of all sources.  In
comparison, the market price of PE decreased by nearly 40 percent from $1.74 per kilogram in mid-1998 to about
$1.10 per kilogram in early 1999.6 According to Hercules, Inc., this decline in U.S. prices is the direct result of the
increased imports from Brazil.  Domestic producers note that they have had to ***.7  Other factors which may also
have influenced the U.S. price for pentaerythritol in U.S. markets include the pricing of the raw material,
particularly methanol, and price competition from other polyols.8 
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Competitiveness indicators for Chile for all digest products

Ranking as a U.S. import supplier, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     6  

Aggregate demand elasticity (price elasticity of U.S. demand for the product from all sources, foreign and domestic):

Is the product a finished product for final sale to consumers? . . . . . . . . . . . . . . . . . . . Yes       No   X  

Is the product an intermediate good used as an input in the production of another good? Yes   X  No       

Is the product an agricultural or food product? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes       No   X  

What is the aggregate price elasticity of U.S. demand? . . . . . . . . . . . . .  High         Moderate      Low   X  

Substitution elasticity:

What is the similarity of product characteristics (such as quality, physical specifications, shelf-life, etc.) between imports
from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X    Moderate       Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X    Moderate       Low     

What is the similarity of conditions of sale and distribution (such as lead times between order and delivery dates, payment
terms, product service, minimum order size, variations in availability, etc.) between imports from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High          Moderate   X  Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High          Moderate   X  Low     

What is the substitution elasticity? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate      Low     

Supply elasticity for affected imports:

Can production in the country be easily expanded or contracted in the short term? . . . Yes   X  No     

Does the country have significant export markets besides the United States? . . . . . . . . Yes   X  No     

Could exports from the country be readily redistributed among its foreign export
markets? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes   X  No     

What is the price elasticity of supply for affected imports? . . . . . .  High  X    Moderate          Low      

Price level compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent       Below  X  

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent       Below  X  

Quality compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent   X  Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent   X  Below      

Comment.–U.S. imports of PE from Chile in 1998 amounted to 155,000 kilograms, or 1.3 percent of total U.S.
imports of PE.  Chile was the second largest source of such imports from GSP countries and the 6th largest
supplier in terms of all sources.  With import unit values for the Chilean product generally ranging from about
$1.42 to $1.61 per kilogram during 1996-98, the unit value of imports from Chile was generally equivalent to, or
lower than that of other U.S. sources, but higher than that from Brazil.  The unit value of the imports from Chile
declined to $1.10 per kilogram in Jan.-Nov. 1999.  With the exception of U.S. imports from Canada, Israel, and
Korea, the unit values of imports of this product from all sources declined during Jan.-Nov. 1998 to Jan.-Nov.
1999.   

V.  Position of interested parties

Petitioner.–The petitioner, Hercules, stated that since Brazil received duty-free treatment for PE under the
GSP, Copenor has become a competitive producer of PE on a worldwide basis and no longer needs the benefits of
the GSP.  According to the domestic producers, Copenor is currently selling PE in the United States at prices
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lower than those offered by the domestic producers, ***.9  Hercules stated the domestic producers could anticipate
some recovery of market share and revenues if PE is removed from GSP eligibility and is again subject to the 3.7%
duty rate on this product.10
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VI.  Summary of probable economic advice-Removal (Brazil)

*                    *                    *                    *                    *                    *                    *
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Table 1.–Pentaerythritol: U.S. imports for consumption, by principal sources, 1994-98, January-August 1998-99

Source

January- August

1994 1995 1996 1997 1998 1998 1999

Value (1,000 dollars)

Canada 3,905 5,094 6,337 11,284 12,431 8,594 7,456

Japan 2,963 4,474 4,157 3,507 4,548 3,246 1,796

Germany 2,614 2,410 2,508 2,971 3,024 2,383 1,495

Brazil 402 1,275 1,693 1,683 2,338 1,417 1,282

Spain 540 405 360 228 1,034 894 503

Chile 869 1,282 947 595 880 505 578

Italy 1,001 265 260 361 381 334 219

Korea 1,035 262 397 428 355 155 592

India 0 0 0 143 224 86 91

Sweden 461 1,653 570 11 194 45 0

Taiwan 0 0 0 0 97 0 118

Switzerland 66 0 0 160 69 69 0

All other 3,064 555 197 192 79 79 246

Total 16,920 17,675 17,426 21,563 25,652 17,805 14,377

Total from GSP-eligible
nations 1,307 2,557 2,641 2,421 3,441 2,008 2,094

Percent

Canada 23.1 28.8 36.4 52.3 48.5 48.3 51.9

Japan 17.5 25.3 23.9 16.3 17.7 18.2 12.5

Germany 15.4 13.6 14.4 13.8 11.8 13.4 10.4

Brazil 2.4 7.2 9.7 7.8 9.1 8.0 8.9

Spain 3.2 2.3 2.1 1.1 4.0 5.0 3.5

Chile 5.1 7.3 5.4 2.8 3.4 2.8 4.0

Italy 5.9 1.5 1.5 1.7 1.5 1.9 1.5

Korea 6.1 1.5 2.3 2.0 1.4 0.9 4.1

India 0.0 0.0 0.0 0.7 0.9 0.5 0.6

Sweden 2.7 9.4 3.3 0.1 0.8 0.3 0.0

Taiwan 0.0 0.0 0.0 0.0 0.4 0.0 0.8

Switzerland 0.4 0.0 0.0 0.7 0.3 0.4 0.0

All other 18.1 3.1 1.1 0.9 0.3 0.4 1.7

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Share from GSP-eligible
nations 7.7 14.5 15.2 11.2 13.4 11.3 14.6

Note.--Because of rounding, figures may not add to totals shown.

Source:  Compiled from official statistics of the U.S. Department of Commerce.
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Table 2.-–Pentaerythritol: U.S. exports of domestic merchandise, by principal markets, 1994-98, January-August
1998-99

Market

January - August

1994 1995 1996 1997 1998 1998 1999

Value (1,000 dollars)

Mexico 5,956 4,931 6,949 6,450 5,730 3,720 3,769

Canada 1,906 2,544 2,049 3,544 3,366 2,706 1,950

United Kingdom 0 45 0 834 1,795 1,795 633

Netherlands 85 103 35 2,972 1,680 1,666 591

Brazil 426 936 488 606 629 629 104

Argentina 352 156 561 750 614 443 201

South Africa 0 0 120 859 598 528 233

Taiwan 465 384 2,065 2,156 391 270 181

Dominican Republic 233 454 363 253 373 373 0

Chile 230 419 641 538 325 325 169

Belgium 0 0 0 0 267 267 0

Israel 0 10 94 50 263 263 206

All Other 2,209 2,354 2,801 3,265 838 613 1,115

Total 11,862 12,336 16,166 22,277 16,869 13,598 9,152
Percent

Mexico 50.2 40.0 43.0 29.0 34.0 27.4 41.2

Canada 16.1 20.6 12.7 15.9 20.0 19.9 21.3

United Kingdom 0.0 0.4 0.0 3.7 10.6 13.2 6.9

Netherlands 0.7 0.8 0.2 13.3 10.0 12.3 6.5

Brazil 3.6 7.6 3.0 2.7 3.7 4.6 1.1

Argentina 3.0 1.3 3.5 3.4 3.6 3.3 2.2

South Africa 0.0 0.0 0.7 3.9 3.5 3.9 2.5

Taiwan 3.9 3.1 12.8 9.7 2.3 2.0 2.0

Dominican Republic 2.0 3.7 2.2 1.1 2.2 2.7 0.0

Chile 1.9 3.4 4.0 2.4 1.9 2.4 1.8

Belgium 0.0 0.0 0.0 0.0 1.6 2.0 0.0

Israel 0.0 0.1 0.6 0.2 1.6 1.9 2.3

All Other 18.6 19.1 17.3 14.7 5.0 4.5 12.2

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Note.--Because of rounding, figures may not add to totals shown.

Source:  Compiled from official statistics of the U.S. Department of Commerce.
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Other Mixed Alkylbenzenes

I.  Introduction

 X   Like or directly competitive products

HTS subheading(s) Short description
Col. 1 rate of
duty (1/1/00)

Like or directly
competitive article
produced in the United
States on Jan. 1, 1995?

Percent ad
valorem

3817.10.501 Other mixed alkylbenzenes 0.4¢/kg +
10.8%

No

1 India was proclaimed by the President as non-eligible for GSP treatment for articles included under HTS subheading
3817.10.50 as of July 1, 1998 because it exceeded competitive-need-limits. 

Description and uses.–The products included in this digest are mixtures of synthetic organic branched
(non-linear) alkylbenzenes. The principal use for these products is in the manufacture of specialty lubricating oils
such as refrigeration compressor oil.

II.  U.S. market profile

Profile of U.S. industry and market, 1994-98

Item 1994 1995 1996 1997 1998

Producers (number) . . . . . . . . . . . . . . . . . . . . 0  0 0 0 0

Employment (1,000 employees) . . . . . . . . . .   0 0 0 0 0

Shipments (1,000 dollars) . . . . . . . . . . . . . . . . 0 0 0 0 0

Exports (1,000 dollars) . . . . . . . . . . . . . .  . . . 0 0 0 0 0

Imports (1,000 dollars) . . . . . . . . . . . . . .  . . . 16,323 11,646 9,474 4,551 13,137

Consumption (1,000 dollars) . . . . . . . . . . . . . . 16,323 11,646 9,474 4,551 13,137

Import-to-consumption ratio (percent) . . . . . . . 100 100 100 100 100

Capacity utilization (percent) . . . . . . . . . . . . . (1) (1) (1) (1) (1)

1 Not applicable.

Source:  Data compiled from official statistics of the U.S. Department of Commerce.  

Comment.– There are no U.S. producers of the products that enter under HTS subheading 3817.10.50.1

For export data, these products are included in HTS 3817.10.00. During 1994-98, exports classified under this
HTS subheading ranged from $104 million to $142 million. Although there is a significant value of exports under
this HTS basket subheading, this basket category also contains a large volume of several additional common
chemical products.  It is believed that there are no exports of the specific commodity that correspond to the items
classified in the HTS import subheading 3817.10.002.  
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III.  GSP import situation, 1998

U.S. imports and share of U.S. consumption, 1998

Item Imports

Percent
 of total
imports

Percent 
of GSP
imports

Percent 
of U.S.

consumption

1,000
dollars

Grand total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,157 100 (1) 100

Imports from GSP countries:

GSP total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 859 6.5 100     6.5

Indonesia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 859 6.5 100     6.5

                                                                                                                                                                                                   
1 Not applicable.

Comment.– In 1998, Indonesia was the only GSP-eligible country supplying imports to the U.S. market
under this HTS subheading.  U.S. imports from Indonesia were below the competitive-need-limits.  India was
proclaimed by the President as non-eligible for GSP treatment for articles included under HTS subheading
3817.10.50 as of July 1, 1998 because it exceeded the competitive-need-limits in 1997. 

IV.  Competitiveness profiles, GSP suppliers

Not applicable.

V.  Position of interested parties

Petitioner.– Shrieve Chemical Products, Inc. of Houston, TX, a distributor and consumer of mixed
alkylbenzenes from Indonesia, stated that the product imported under HTS 3817.10.50 is used by Shrieve and other
U.S. producers to make refrigeration oils. Shrieve states that there is no U.S. production of these alkylbenzenes,
known as heavily branched alkylbenzenes (HBAB). Imports of HBAB from Indonesia ranged between $2.6 million
and $3.5 million during 1994-97, while total U.S. imports declined from $16.3 million in 1994 to $4.6 million in
1997. The petitioner describes the loss of GSP treatment for HBAB from Indonesia as due to an “unexpected”
excess of the program’s 50-percent competitive-need-limit as of July 1998 as 1997 imports from Indonesia of $2.7
million exceeded the competitive-need-limit for that year. In 1998, total U.S. imports for consumption increased to
$13.1 million.
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Table 1.–Other mixed alkylbenzenes: U.S. imports for consumption, by principal sources, 1994-98, January-
August 1998-99

Source

January- August

1994 1995 1996 1997 1998 1998 1999

Value (1,000 dollars)

France 552 232 11 70 10,518 9,194 2,339

Italy 2,378 892 246 0 1,597 0 0

Indonesia 3,483 2,725 2,601 2,732 859 550 1,323

Canada 53 3,124 4,101 345 97 97 31

Algeria 0 0 0 0 31 13 0

Japan 293 788 2,100 1,398 21 0 0

Korea 8 0 0 0 11 0 9

Belgium 0 0 0 0 3 3 0

Brazil 0 0 0 0 0 0 0

Venezuela 0 0 356 0 0 0 237

United Kingdom 0 0 0 5 0 0 41

Netherlands 0 0 0 0 0 0 90

All Other 9,556 3,886 58 0 0 0 1,226

Total 16,323 11,646 9,474 4,551 13,137 9,857 5,295

Total from GSP-eligible
nations 3,483 2,725 2,957 2,732 859 550 1,560

Percent

France 3.4 2.0 0.1 1.5 80.1 93.3 44.2

Italy 14.6 7.7 2.6 0.0 12.2 0.0 0.0

Indonesia 21.3 23.4 27.5 60.0 6.5 5.6 25.0

Canada 0.3 26.8 43.3 7.6 0.7 1.0 0.6

Algeria 0.0 0.0 0.0 0.0 0.2 0.1 0.0

Japan 1.8 6.8 22.2 30.7 0.2 0.0 0.0

Korea 0.0 0.0 0.0 0.0 0.1 0.0 0.2

Belgium 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Brazil 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Venezuela 0.0 0.0 3.8 0.0 0.0 0.0 4.5

United Kingdom 0.0 0.0 0.0 0.1 0.0 0.0 0.8

Netherlands 0.0 0.0 0.0 0.0 0.0 0.0 1.7

All Other 58.5 33.4 0.6 0.0 0.0 0.0 23.2
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Share from GSP-eligible
nations 21.3 23.5 31.2 60.0 6.5 5.8 29.5

Note.--Because of rounding, figures may not add to totals shown.

Source:  Compiled from official statistics of the U.S. Department of Commerce.
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Ferrosilicon chromium

I.  Introduction

 X    Competitive-need-limit waiver (Russia)

HTS subheading(s) Short description
Col. 1 rate of
duty (1/1/00)

Like or directly
competitive article
produced in the United
States on Jan. 1, 1995?

Percent ad
valorem

7202.50.001 Ferrosilicon chromium 10% No2

1 Russia has been proclaimed by the President as non-eligible for GSP treatment for articles included under HTS
subheading 7202.50.00 as of July 1, 1998 because it exceeded competitive need limits.

2 Technically, the silicon and chromium contents of molten steel could also be adjusted by addition of ferrosilicon (HTS
subheading 7202.21) and low-carbon ferrochromium (HTS 7202.49.50), respectively.  Although each is produced in the United
States, these alloys would typically not be the preferred additives over ferrosilicon chromium, due to logistical, handling, and
cost factors.

Description and uses.––Ferrosilicon chromium is an iron-bearing alloy of silicon and chromium
containing extremely low amounts of carbon, sulfur, and phosphorous.  It is primarily consumed as an additive to
molten steel to adjust the silicon and chromium contents of unwrought stainless and other specialty steels.

II.  U.S. market profile1

Profile of U.S. industry and market, 1994-98

Item 1994 1995 1996 1997 1998

Producers (number) . . . . . . . . . . . . . . . . . . . . 0 0 0 0 0
Employment (1,000 employees) . . . . . . . . . . . . 0 0 0 0 0
Shipments (1,000 dollars) . . . . . . . . . . . . . . . . 0 0 0 0 0
Exports (1,000 dollars)1 . . . . . . . . . . . . . . . . . . 554 860 286 238 402
Imports (1,000 dollars)2 . . . . . . . . . . . . . . . . . . 7,794 32,466 33,228 23,680 12,498
Consumption (1,000 dollars)3 . . . . . . . . . . . . . **12,700 **31,100 **33,900 **34,300 (4)
Import-to-consumption ratio (percent) . . . . . . . 100 100 100 100 100
Capacity utilization (percent) . . . . . . . . . . . . . (5) (5) (5) (5) (5)

1 Despite lack of domestic production of ferrosilicon chromium, there are ferroalloy trading firms in the United States that
sell to foreign customers.

2 Reduced imports over the two most recent years reflect the lack of imports from Kazakhstan or South Africa in 1997 and
a sharp decline of imports from Russia in 1998.

3 Dollar values for consumption independently estimated by USITC staff from consumption tonnages reported by major
end-users to the U.S. Geological Survey (USES), based on unit values of corresponding imports compiled from official
statistics of the U.S. Department of Commerce.  USES data do not reflect adjustments to industry inventories or transactions by
trading firms.

4 Not available.
5 Not applicable.
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Comment.–Without domestic resources of chromium ores or domestic production of ferrosilicon
chromium, U.S. steelmakers and foundries are highly dependent on imports, and to a lesser extent on withdrawals
from previously acquired inventories, to meet domestic consumption needs.  Ferrosilicon chromium is a fungible
commodity product, and according to counsel for petitioners, prices move within a very narrow range but profit
margins for traders are at best a few percentage points.  Given the importance of timely delivery and dependable
supply to end-users, ferrosilicon chromium is sold by traders to end-users through sales contracts.  In testimony
before the Commission, the witness for petitioners indicated that ferrosilicon chromium is a particularly effective
ingredient for imparting both silicon and chromium into molten steel and that no other ferroalloy (e.g., ferrosilicon
and ferrochromium) is a true substitute.

III.  GSP import situation, 1998

U.S. imports and share of U.S. consumption, 1998

Item Imports

Percent
 of total
imports

Percent 
of GSP
imports

Percent 
of U.S.

consumption

1,000 dollars

Grand total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,498 100 (1) (2)

Imports from GSP countries:

GSP total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,493 92 100 (2)

Kazakhstan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,188 34 36 (2)

Latvia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,3443 27 29 (2)

Russia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,9153 23 25 (2)

Zimbabwe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,033 8 9 (2)

1 Not applicable.
2 Not available.
3 Data appear as currently reported by the U.S. Department of Commerce and do not reflect any corrections to the data

originally published.

Note.–Because of rounding, figures may not add to the totals shown.

Comment.–U.S. ferrosilicon chromium imports from Russia exceeded the competitive need limits in 1997,
accounting for 83 percent of U.S. imports for consumption from all sources in that year.  During 1994-96, Russia
accounted for 37 to 55 percent shares of U.S. imports for consumption of ferrosilicon chromium from all sources. 
According to the Bureau of the Census, imports of this product during 1998 that were not recorded properly as
originating from Latvia and Romania are being corrected to record their Russian origin.2  It is not believed that an
errata has been published to correct this error.
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IV.  Competitiveness profiles, GSP suppliers

Competitiveness indicators for Russia for all digest products

Ranking as a U.S. import supplier, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     3  

Aggregate demand elasticity (price elasticity of U.S. demand for the product from all sources, foreign and domestic):

Is the product a finished product for final sale to consumers? . . . . . . . . . . . . . . . . . . . Yes       No   X  

Is the product an intermediate good used as an input in the production of another good? Yes   X  No       

Is the product an agricultural or food product? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes        No   X  

What is the aggregate price elasticity of U.S. demand? . . . . . . . . . . . . .  High           Moderate      Low   X   

Substitution elasticity:

What is the similarity of product characteristics (such as quality, physical specifications, shelf-life, etc.) between imports
from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High          Moderate   X  Low     

U.S. producers?1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High          Moderate      Low     

What is the similarity of conditions of sale and distribution (such as lead times between order and delivery dates, payment
terms, product service, minimum order size, variations in availability, etc.) between imports from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X    Moderate        Low     

U.S. producers?1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High          Moderate        Low     

What is the substitution elasticity? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate        Low     

Supply elasticity for affected imports:

Can production in the country be easily expanded or contracted in the short term? . . . Yes   X  No     

Does the country have significant export markets besides the United States? . . . . . . . . Yes       No   X  

Could exports from the country be readily redistributed among its foreign export
markets? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes       No   X  

What is the price elasticity of supply for affected imports? . . . . . .  High         Moderate  X      Low      

Price level compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent       Below       

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent       Below   X  

Quality compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent       Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent       Below  X  

1 No domestic production of ferrosilicon chromium in the United States.

Comment.– According to petitioners, Russian ferrosilicon chromium not consumed internally in the
production of low carbon ferrochromium was exported exclusively to the United States, until U.S. imports of this
product from Russia were declared non-eligible for GSP treatment.  Russia and Kazakhstan are the bulk
commodity suppliers of ferrosilicon chromium, with their output channeled primarily to steelmakers.  ***.3  The
witness also indicated that the ferrosilicon chromium from other producers (e.g., South Africa, Brazil, and China)
tends to be sold at higher prices to smaller, specialty consumers.
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IV.  Competitiveness profiles, GSP suppliers--Continued

Competitiveness indicators for all GSP countries for all digest products

Ranking as a U.S. import supplier, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     (1) 

Aggregate demand elasticity (price elasticity of U.S. demand for the product from all sources, foreign and domestic):

Is the product a finished product for final sale to consumers? . . . . . . . . . . . . . . . . . . . Yes       No   X  

Is the product an intermediate good used as an input in the production of another good? Yes   X  No       

Is the product an agricultural or food product? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes        No   X  

What is the aggregate price elasticity of U.S. demand? . . . . . . . . . . . . .  High           Moderate      Low   X   

Substitution elasticity:

What is the similarity of product characteristics (such as quality, physical specifications, shelf-life, etc.) between imports
from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High          Moderate   X  Low     

U.S. producers?2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High          Moderate      Low     

What is the similarity of conditions of sale and distribution (such as lead times between order and delivery dates, payment
terms, product service, minimum order size, variations in availability, etc.) between imports from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X    Moderate        Low     

U.S. producers?2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High          Moderate        Low     

What is the substitution elasticity? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate        Low     

Supply elasticity for affected imports:

Can production in the country be easily expanded or contracted in the short term? . . . Yes   X  No     

Does the country have significant export markets besides the United States? . . . . . . . . Yes   X  No       

Could exports from the country be readily redistributed among its foreign export
markets? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes   X  No       

What is the price elasticity of supply for affected imports? . . . . . .  High         Moderate  X      Low      

Price level compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent       Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Quality compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent       Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

1 Not applicable.
2 No domestic production of ferrosilicon chromium in the United States.

V.  Position of interested parties

Petitioner.–Co-petitioners, PMI Alloys, Inc. (PMI), and Chelkyabinsk Electrometallurgical Plant (ChEMK), a
U.S. importer and a Russian producer, respectively, of ferrosilicon chromium, and the co-petitioners for the
competitive-need-limit waiver for Russian ferrosilicon chromium, filed a pre-hearing brief and testified before the
Commission.  They stated that the confluence of events in 1997 leading to U.S. imports from Russia exceeding the
competitive need limits was an aberration, as imports from that source temporarily increased to fill a void left by
certain other suppliers that did not export to the United States in that year.  Given the emerging number of
suppliers and steadily declining volume of U.S. imports of ferrosilicon chromium from all sources, counsel further
stated that there is little likelihood that U.S. imports from Russia will again exceed 50 percent of all U.S. imports
of ferrosilicon chromium.  Moreover, counsel stated that should a waiver not be granted, PMI cannot continue to
compete with other suppliers that import from GSP-eligible countries not subject to the 10 percent ad valorem
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column-1 general rate of duty.  Given the narrow price range and low percentage-point profit margins for this
product, PMI would have to consider switching to non-Russian sources.  In such case, the future viability of
ChEMK would be severely affected, as the firm derives a significant portion of its revenues from sales to the
United States and needs hard-currency earnings to service its debt obligations from recent capital improvements. 
Likewise, the well-being of its employees would be similarly affected, as ChEMK is one of the largest privatized
regional employers.

Support.– In a written statement submitted to the GSP Subcommittee of the Office of the U.S. Trade
Representative, Allegheny Ludlum, the largest producer of stainless and specialty steels, indicated its support for a
waiver of the competitive need limit on ferrosilicon chromium from Russia.  Allegheny Ludlum purchased Russian
ferrosilicon chromium from PMI Alloys in 1994-97, and would welcome the opportunity to again purchase this
product from PMI.
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VI.  Summary of probable economic advice–Competitive-need-limit waiver (Russia)

*                    *                    *                    *                    *                    *                    *
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Table 1.–Ferrosilicon chromium: U.S. imports for consumption, by principal sources, 1994-98, January-August
1998-99

Source

January- August

1994 1995 1996 1997 1998 1998 1999

Value (1,000 dollars)

Kazakhstan 0 2,016 9,506 0 4,188 4,188 4,977

Latvia 0 0 0 0 3,344 3,344 0

Russia 2,940 17,836 12,170 19,623 2,915 2,915 3,530

Zimbabwe 2,167 4,254 4,784 2,929 1,033 593 582

China 2,320 6,256 5,108 1,128 996 882 0

Romania 0 0 0 0 12 12 0

Canada 0 17 0 0 6 6 0

Belgium 0 0 0 0 3 0 0

Brazil 0 0 0 0 0 0 803

South Africa 0 2,087 1,661 0 0 0 0

Ukraine 366 0 0 0 0 0 0

Denmark 0 0 0 0 0 0 0

Total 7,794 32,466 33,228 23,680 12,498 11,941 9,893

Total from GSP-eligible
nations 5,474 26,194 28,121 22,551 11,493 11,053 9,893

Percent

Kazakhstan 0.0 6.2 28.6 0.0 33.5 35.1 50.3

Latvia 0.0 0.0 0.0 0.0 26.8 28.0 0.0

Russia 37.7 54.9 36.6 82.9 23.3 24.4 35.7

Zimbabwe 27.8 13.1 14.4 12.4 8.3 5.0 5.9

China 29.8 19.3 15.4 4.8 8.0 7.4 0.0

Romania 0.0 0.0 0.0 0.0 0.1 0.1 0.0

Canada 0.0 0.1 0.0 0.0 0.0 0.1 0.0

Belgium 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Brazil 0.0 0.0 0.0 0.0 0.0 0.0 8.1

South Africa 0.0 6.4 5.0 0.0 0.0 0.0 0.0

Ukraine 4.7 0.0 0.0 0.0 0.0 0.0 0.0

Denmark 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Share from GSP-eligible
nations 70.2 80.7 84.6 95.2 92.0 92.6 100.0

Note.--Because of rounding, figures may not add to totals shown.

Source:  Compiled from official statistics of the U.S. Department of Commerce.
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Table 2.-–Ferrosilicon chromium: U.S. exports of domestic merchandise, by principal markets, 1994-98, January-
August 1998-99

Market

January - August

1994 1995 1996 1997 1998 1998 1999

Value (1,000 dollars)

Canada 513 782 286 126 333 199 165

Mexico 40 72 0 72 58 50 34

United Kingdom 0 0 0 19 7 7 7

Japan 0 0 0 0 4 4 0

Australia 0 6 0 0 0 0 0

Venezuela 0 0 0 22 0 0 0

Taiwan 0 0 0 0 0 0 0

Lebanon 0 0 0 0 0 0 5

Hong Kong 0 0 0 0 0 0 3

Total 554 860 286 238 402 259 215
Percent

Canada 92.6 90.9 100.0 52.9 82.8 76.8 76.7

Mexico 7.2 8.4 0.0 30.3 14.4 19.3 15.8

United Kingdom 0.0 0.0 0.0 8.0 1.7 2.7 3.3

Japan 0.0 0.0 0.0 0.0 1.0 1.5 0.0

Australia 0.0 0.7 0.0 0.0 0.0 0.0 0.0

Venezuela 0.0 0.0 0.0 9.2 0.0 0.0 0.0

Taiwan 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Lebanon 0.0 0.0 0.0 0.0 0.0 0.0 2.3

Hong Kong 0.0 0.0 0.0 0.0 0.0 0.0 1.4

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Note.--Because of rounding, figures may not add to totals shown.

Source:  Compiled from official statistics of the U.S. Department of Commerce.
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Ferrozirconium

I.  Introduction

 X   Addition to GSP

 X    Competitive-need-limit waiver (Brazil)

HTS subheading(s) Short description
Col. 1 rate of
duty (1/1/00)

Like or directly
competitive article
produced in the United
States on Jan. 1, 1995?

Percent ad
valorem

7202.99.101 Ferrozirconium 4.2% Yes

1 For HTS subheading 7202.99.10, there are no country exclusions, but this is a request to broaden GSP eligibility to all
beneficiary countries.  This subheading is currently designated as A+, eligible only for duty-free treatment from the least
developed beneficiary developing countries.  U.S. imports from Brazil of ferrozirconium under subheading 7202.99.10 would
exceed the competitive need limits, based on 1998 trade data.

Description and uses.–A major application for zirconium in steelmaking and casting is to deoxidize
molten steel.  It also promotes uniform solidification, reduces the size of air pockets to avoid cracks during
subsequent mechanical working, and strengthens specialty stainless steels.  Petitioners describe their product as an
iron- and silicon-bearing zirconium alloy (FeSiZr), although there is also an iron-bearing zirconium alloy without
silicon (FeZr).  FeSiZr can be used to impart zirconium to molten steel, the silicon limits for the unwrought steel
permitting.

II.  U.S. market profile

Profile of U.S. industry and market, 1994-98

Item 1994 1995 1996 1997 1998

Producers (number) . . . . . . . . . . . . . . . . . . . . 1 1 1 1 1

Employment (1,000 employees) . . . . . . . . . . . . (1) (1) (1) (1) (1)

Shipments (1,000 dollars) . . . . . . . . . . . . . . . . (2) (2) (2) (2) (2)

Exports (1,000 dollars) . . . . . . . . . . . . . . . . . . 160 260 228 189 597

Imports (1,000 dollars) . . . . . . . . . . . . . . . . . . 108 110 413 167 116

Consumption (1,000 dollars) . . . . . . . . . . . . . . (2) (2) (2) (2) (2)

Import-to-consumption ratio (percent) . . . . . . . (2) (2) (2) (2) (2)

Capacity utilization (percent) . . . . . . . . . . . . . (2) (2) (2) (2) (2)
1 60 employees.
2 Not available.

Comment.–The market for ferrozirconium is small, reflecting the article’s highly specialized applications. 
Even as a deoxidizing agent, selection of ferrozirconium over other additives is determined by the desired extent of
deoxidization and chemical composition limits of the unwrought steel.  Steelmakers and foundries are almost
exclusively dependent on imports to meet domestic consumption needs for zirconium-bearing additives.  To ensure
adequacy of supply, ferrozirconium is sold by traders to end-users through sales contracts, but is also available on a
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spot-price basis.  A publicly available reference lists a single domestic firm, Galt Alloys, Inc., as a U.S. producer of
silicon-bearing ferrozirconium, and indicates 60 employees at this firm.1  ***.2

III.  GSP import situation, 1998

U.S. imports and share of U.S. consumption, 1998

Item Imports

Percent
 of total
imports

Percent 
of GSP
imports

Percent 
of U.S.

consumption

1,000
dollars

Grand total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 116 100 (1) (2)

Imports from GSP countries:

GSP total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 111   96 100 (2)

Brazil . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 111   96 100 (2)
1 Not applicable.
2 Not available.

Note.–Because of rounding, figures may not add to the totals shown.

Comment.–In 1998, France was the only other import source for the United States, accounting for 4
percent of U.S. imports of ferrozirconium from all sources in that year.  However, any production capacity of this
article in France could not be confirmed.  During 1996 and 1997, Brazil accounted for 25 and 46 percent shares,
respectively, of U.S. imports for consumption of ferrozirconium from all sources.  In those years, Russia was also a
significant source, accounting for 69 and 39 percent shares, respectively.
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IV.  Competitiveness profiles, GSP suppliers

Competitiveness indicators for Brazil for all digest products

Ranking as a U.S. import supplier, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     1  

Aggregate demand elasticity (price elasticity of U.S. demand for the product from all sources, foreign and domestic):

Is the product a finished product for final sale to consumers? . . . . . . . . . . . . . . . . . . . Yes       No   X  

Is the product an intermediate good used as an input in the production of another good? Yes   X  No       

Is the product an agricultural or food product? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes        No   X  

What is the aggregate price elasticity of U.S. demand? . . . . . . . . . . . . .  High           Moderate      Low   X   

Substitution elasticity:

What is the similarity of product characteristics (such as quality, physical specifications, shelf-life, etc.) between imports
from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . .    ***     *** ***

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    ***     *** ***

What is the similarity of conditions of sale and distribution (such as lead times between order and delivery dates, payment
terms, product service, minimum order size, variations in availability, etc.) between imports from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X     Moderate        Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X     Moderate        Low     

What is the substitution elasticity? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X     Moderate        Low     

Supply elasticity for affected imports:

Can production in the country be easily expanded or contracted in the short term? . . . Yes   X  No      

Does the country have significant export markets besides the United States? . . . . . . . . Yes   X  No      

Could exports from the country be readily redistributed among its foreign export
markets? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes   X   No      

What is the price elasticity of supply for affected imports? . . . . . .  High  X     Moderate          Low      

Price level compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent       Below  X  

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent      Below  X  

Quality compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent       Below  X  

Comment.– ***.3
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IV.  Competitiveness profiles, GSP suppliers--Continued

Competitiveness indicators for Russia for all digest products4

Ranking as a U.S. import supplier, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     (1) 

Aggregate demand elasticity (price elasticity of U.S. demand for the product from all sources, foreign and domestic):

Is the product a finished product for final sale to consumers? . . . . . . . . . . . . . . . . . . . Yes       No   X  

Is the product an intermediate good used as an input in the production of another good? Yes   X  No       

Is the product an agricultural or food product? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes        No   X  

What is the aggregate price elasticity of U.S. demand? . . . . . . . . . . . . .  High           Moderate      Low   X   

Substitution elasticity:

What is the similarity of product characteristics (such as quality, physical specifications, shelf-life, etc.) between imports
from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . .    ***     *** ***

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    ***     *** ***

What is the similarity of conditions of sale and distribution (such as lead times between order and delivery dates, payment
terms, product service, minimum order size, variations in availability, etc.) between imports from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X     Moderate        Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X     Moderate        Low     

What is the substitution elasticity? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X     Moderate        Low     

Supply elasticity for affected imports:

Can production in the country be easily expanded or contracted in the short term? . . . Yes   X  No       

Does the country have significant export markets besides the United States? . . . . . . . . Yes   X  No       

Could exports from the country be readily redistributed among its foreign export
markets? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes   X  No      

What is the price elasticity of supply for affected imports? . . . . . .  High  X     Moderate          Low      

Price level compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Quality compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

1 Not applicable.

Comment.– See comments for Brazil.



Digest No. 7202.99.10.

40

IV.  Competitiveness profiles, GSP suppliers--Continued

Competitiveness indicators for all GSP countries for all digest products

Ranking as a U.S. import supplier, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     (1)  

Aggregate demand elasticity (price elasticity of U.S. demand for the product from all sources, foreign and domestic):

Is the product a finished product for final sale to consumers? . . . . . . . . . . . . . . . . . . . Yes       No   X  

Is the product an intermediate good used as an input in the production of another good? Yes   X  No       

Is the product an agricultural or food product? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes        No   X  

What is the aggregate price elasticity of U.S. demand? . . . . . . . . . . . . .  High           Moderate      Low   X   

Substitution elasticity:

What is the similarity of product characteristics (such as quality, physical specifications, shelf-life, etc.) between imports
from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . .    ***     *** ***

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    ***     *** ***

What is the similarity of conditions of sale and distribution (such as lead times between order and delivery dates, payment
terms, product service, minimum order size, variations in availability, etc.) between imports from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X     Moderate        Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X     Moderate        Low     

What is the substitution elasticity? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X     Moderate        Low     

Supply elasticity for affected imports:

Can production in the country be easily expanded or contracted in the short term? . . . Yes   X  No      

Does the country have significant export markets besides the United States? . . . . . . . . Yes   X  No      

Could exports from the country be readily redistributed among its foreign export
markets? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes   X   No      

What is the price elasticity of supply for affected imports? . . . . . .  High  X     Moderate          Low      

Price level compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Quality compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

1 Not applicable.

V.  Position of interested parties

Petitioner.–Victoria Alloys, Inc. (U.S. importer), Italmagnésio Nordeste S/A (Brazilian producer), and
Trablin-Trading Brasileira de Ligas e Inoculantes S/A (Brazilian trader) request GSP eligibility for ferrozirconium
and a waiver for this article from Brazil.  The petitioners stated that if GSP treatment is granted, positive social
and economic impacts are expected for two communities that are economically dependent on producers
Italmagnésio and Companhia Brasileira de Carbureto de Cálcio.  More specifically, anticipated benefits include
avoiding further layoffs brought on by the recent recession, and providing likely new employment opportunities in
the long-run as production expands.
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VI.  Summary of probable economic advice–Addition/competitive-need-limit waiver (Brazil)

*                    *                    *                    *                    *                    *                    *
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Table 1.–Ferrozirconium: U.S. imports for consumption, by principal sources, 1994-98, January-August 1998-99

Source

January- August

1994 1995 1996 1997 1998 1998 1999

Value (1,000 dollars)

Brazil 108 82 105 76 111 39 71

France 0 0 6 0 5 5 0

Belgium 0 0 0 0 0 0 0

South Africa 0 0 8 0 0 0 0

United Kingdom 0 24 1 25 0 0 0

Russia 0 5 287 65 0 0 0

Canada 0 0 6 0 0 0 0

Total 108 110 413 167 116 44 71

Total from GSP-eligible
nations 108 87 400 141 111 39 71

Percent

Brazil 100.0 74.5 25.4 45.5 95.7 88.6 100.0

France 0.0 0.0 1.5 0.0 4.3 11.4 0.0

Belgium 0.0 0.0 0.0 0.0 0.0 0.0 0.0

South Africa 0.0 0.0 1.9 0.0 0.0 0.0 0.0

United Kingdom 0.0 21.8 0.2 15.0 0.0 0.0 0.0

Russia 0.0 4.5 69.5 38.9 0.0 0.0 0.0

Canada 0.0 0.0 1.5 0.0 0.0 0.0 0.0

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Share from GSP-eligible
nations 100.0 79.1 96.9 84.4 95.7 88.6 100.0

Note.--Because of rounding, figures may not add to totals shown.

Source:  Compiled from official statistics of the U.S. Department of Commerce.
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Table 2.-–Ferrozirconium: U.S. exports of domestic merchandise, by principal markets, 1994-98, January-August
1998-99

Market

January - August

1994 1995 1996 1997 1998 1998 1999

Value (1,000 dollars)

Mexico 157 198 160 49 474 269 77

United Kingdom 0 0 0 45 66 66 0

Korea 0 0 13 53 49 49 40

Canada 3 5 5 4 7 4 11

Chile 0 0 0 25 0 0 0

Venezuela 0 50 0 13 0 0 0

Italy 0 0 6 0 0 0 0

Singapore 0 7 0 0 0 0 0

Spain 0 0 0 0 0 0 0

Taiwan 0 0 45 0 0 0 0

Total 160 260 228 189 597 388 129
Percent

Mexico 98.1 76.2 70.2 25.9 79.4 69.3 59.7

United Kingdom 0.0 0.0 0.0 23.8 11.1 17.0 0.0

Korea 0.0 0.0 5.7 28.0 8.2 12.6 31.0

Canada 1.9 1.9 2.2 2.1 1.2 1.0 8.5

Chile 0.0 0.0 0.0 13.2 0.0 0.0 0.0

Venezuela 0.0 19.2 0.0 6.9 0.0 0.0 0.0

Italy 0.0 0.0 2.6 0.0 0.0 0.0 0.0

Singapore 0.0 2.7 0.0 0.0 0.0 0.0 0.0

Spain 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Taiwan 0.0 0.0 19.7 0.0 0.0 0.0 0.0

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Note.--Because of rounding, figures may not add to totals shown.

Source:  Compiled from official statistics of the U.S. Department of Commerce.
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Unwrought Magnesium Alloys

I.  Introduction

  X  Addition to GSP

HTS subheading(s) Short description
Col. 1 rate of
duty (1/1/00)

Like or directly
competitive article
produced in the United
States on Jan. 1, 1995?

Percent ad
valorem

8104.19.001

     
          

Unwrought magnesium alloys, containing less than 99.8
percent, by weight, of magnesium
                                                                       

6.5%

    

Yes

Description and uses.–Alloy magnesium contains 50 percent or greater, but less than 99.8 percent primary
magnesium, by weight.  Magnesium alloys, which typically contain aluminum, are used in structural applications,
primarily die castings and extrusions for the automotive industry (in transmission cases, seat frames, instrument
panel supports, steering columns, etc.).  Magnesium die castings are also used in the manufacture of portable
equipment (audio/visual, computers, and communication systems) and for aeronautical and space industries.    

II.  U.S. market profile

Profile of U.S. industry and market, 1994-98

Item  1994     1995      1996      1997      1998

Producers (number) . . . . . . . . . . . . . . . . . . . . . . . . 3 3 3 3 3

Employment (1,000 employees) . . . . . . . . . . . . . . . . 1.4 1.4 1.4 1.4 1.4

Shipments (1,000 dollars) . . . . . . . . . . . . . . . . . . . . 81,200 82,900 90,700 101,400 120,000

Exports (1,000 dollars) . . . . . . . . . . . . . . . . . . . . . . 13,576 15,133 23,192 28,563 26,203

Imports (1,000 dollars) . . . . . . . . . . . . . . . . . . . . . . 30,269 50,512 75,427 107,029 126,909

Consumption (1,000 dollars) . . . . . . . . . . . . . . . . . . 97,893 118,279 142,935 179,866 220,706

Import-to-consumption ratio (percent) . . . . . . . . . . . 31 43 53 60 58

Capacity utilization   (percent) . . . . . . . . . . . . . . . .
(1) (1) (1) (1) (1)

1Not available

Source: Data compiled from official statistics of the U.S. Department of Commerce and the U.S. Department of Interior. 
Certain figures estimated by USITC staff from data provided by U.S. Department of Interior.

Comment.–The sharp increase in U.S. consumption between 1994 and 1998 reflected strong demand for
magnesium castings and extrusions in automotive applications due to efforts by the automotive industry to increase
vehicle fuel economy by substituting light-weight, high-strength magnesium alloy automotive components for
heavier steel and cast iron components.  U.S. imports of alloy magnesium more than quadrupled during this
period.  The recent departure from the market of Dow Magnesium, once the world’s largest producer of
magnesium metal, is expected to result in additional increases in import levels in this market.  Dow’s focus on its
core chemicals business has resulted in a de-emphasis on its magnesium operations since 1995 when it closed
30,000-36,000 metric tons of primary magnesium-producing capacity.
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III.  GSP import situation, 1998

U.S. imports and share of U.S. consumption, 1998

Item Imports

Percent
of total
imports

Percent
of GSP
imports

Percent 
of U.S.

consumption

1,000 dollars

Grand total1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 126,909 100 (1) 58

Imports from GSP countries:

GSP total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,051 6 100 4

Russia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,051 6 100 4

                                                                                                                                                                                                   
1 Not applicable.

Note.–Because of rounding, figures may not add to the totals shown. 

Comment.–U.S. imports of the subject magnesium products increased between 1994 and 1998 due to
strong export sales by Canada, China, and Russia.  U.S. imports from Canada increased from $26 million in 1994
to $101 million in 1998, due to new magnesium production capacity in Quebec established by Norsk Hydro
(Norway), while U.S. imports from China and Russia increased from less than $1 million for each in 1994 to $9
million and $8 million, respectively, in 1998.   Imports from GSP-eligible countries increased from less than $1
million in 1994 to $8.1 million in 1998, with Russia supplying all GSP imports in 1998.  The import-to-
consumption ratio for GSP imports was 4 percent in 1998.
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IV.  Competitiveness profiles, GSP suppliers

Competitiveness indicators for Russia for all digest products

Ranking as a U.S. import supplier, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     3  

Aggregate demand elasticity (price elasticity of U.S. demand for the product from all sources, foreign and domestic):

Is the product a finished product for final sale to consumers? . . . . . . . . . . . . . . . . . . . Yes       No   X  

Is the product an intermediate good used as an input in the production of another good? Yes   X  No       

Is the product an agricultural or food product? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes        No   X  

What is the aggregate price elasticity of U.S. demand? . . . . . . . . . . . . .  High           Moderate      Low   X  

Substitution elasticity:

What is the similarity of product characteristics (such as quality, physical specifications, shelf-life, etc.) between imports
from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate      Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate      Low     

What is the similarity of conditions of sale and distribution (such as lead times between order and delivery dates, payment
terms, product service, minimum order size, variations in availability, etc.) between imports from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X    Moderate        Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High          Moderate   X   Low     

What is the substitution elasticity? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate        Low     

Supply elasticity for affected imports:

Can production in the country be easily expanded or contracted in the short term? . . . Yes   X  No     

Does the country have significant export markets besides the United States? . . . . . . . . Yes   X  No     

Could exports from the country be readily redistributed among its foreign export
markets? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes   X  No     

What is the price elasticity of supply for affected imports? . . . . . .  High  X     Moderate          Low      

Price level compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Quality compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Comment.–Solikamsk Magnesium Works and Verkhynyaya Salda (VSMPO-Avisma) are the only known
producers of primary magnesium metal in Russia.  Solikamsk has recently announced plans to expand its
magnesium production by 15,000 metric tons per year.  Completion of the plant expansion is anticipated in two
and a half years and should boost Solikamsk’s capacity to nearly 38,000 metric tons.  The plant is reportedly being
partly financed by Daimler-Benz (Germany), in exchange for a guaranteed source of magnesium, and by the
European Bank for Reconstruction and Development.  VSMPO-Avisma has announced plans to double annual
magnesium production capacity to 40,000 metric tons by 2000.  Solikamsk and VSMPO-Avisma each produced an
estimated 18,000-19,000 metric tons of magnesium in 1999, of which more than 80 percent was exported.
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IV.  Competitiveness profiles, GSP suppliers–Continued

Competitiveness indicators for Brazil for all digest products

Ranking as a U.S. import supplier, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     (1)  

Aggregate demand elasticity (price elasticity of U.S. demand for the product from all sources, foreign and domestic):

Is the product a finished product for final sale to consumers? . . . . . . . . . . . . . . . . . . . Yes       No   X  

Is the product an intermediate good used as an input in the production of another good? Yes   X  No       

Is the product an agricultural or food product? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes        No   X  

What is the aggregate price elasticity of U.S. demand? . . . . . . . . . . . . .  High           Moderate      Low   X   

Substitution elasticity:

What is the similarity of product characteristics (such as quality, physical specifications, shelf-life, etc.) between imports
from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate      Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate      Low     

What is the similarity of conditions of sale and distribution (such as lead times between order and delivery dates, payment
terms, product service, minimum order size, variations in availability, etc.) between imports from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X    Moderate        Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High          Moderate   X   Low     

What is the substitution elasticity? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate        Low     

Supply elasticity for affected imports:

Can production in the country be easily expanded or contracted in the short term? . . . Yes   X  No     

Does the country have significant export markets besides the United States? . . . . . . . . Yes       No   X  

Could exports from the country be readily redistributed among its foreign export
markets? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes       No   X  

What is the price elasticity of supply for affected imports? . . . . . .  High         Moderate  X      Low      

Price level compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Quality compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

  1Not applicable.  There were no U.S. imports of magnesium alloys from Brazil in 1998.  

Comment.– Rima Industrial S/A is the only known producer of magnesium alloys in Brazil. ***.  At
present, Brazil sells little or no magnesium alloy in the U.S. market as the current tariff reportedly makes Brazilian
magnesium noncompetitive in the U.S. market.   



Digest No. 8104.19.00

1Polymet Alloys Inc. acts as the sales agent for Rima Industrial S/A in the United States.

50

IV.  Competitiveness profiles, GSP suppliers–Continued

Competitiveness indicators for all GSP countries and for all digest products, continued

Ranking as a U.S. import supplier, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     (1)  

Aggregate demand elasticity (price elasticity of U.S. demand for the product from all sources, foreign and domestic):

Is the product a finished product for final sale to consumers? . . . . . . . . . . . . . . . . . . . Yes       No   X  

Is the product an intermediate good used as an input in the production of another good? Yes   X  No       

Is the product an agricultural or food product? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes        No   X  

What is the aggregate price elasticity of U.S. demand? . . . . . . . . . . . . .  High           Moderate      Low   X  

Substitution elasticity:

What is the similarity of product characteristics (such as quality, physical specifications, shelf-life, etc.) between imports
from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate      Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate      Low     

What is the similarity of conditions of sale and distribution (such as lead times between order and delivery dates, payment
terms, product service, minimum order size, variations in availability, etc.) between imports from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X    Moderate        Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High          Moderate   X   Low     

What is the substitution elasticity? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate        Low     

Supply elasticity for affected imports:

Can production in the country be easily expanded or contracted in the short term? . . . Yes   X  No     

Does the country have significant export markets besides the United States? . . . . . . . . Yes   X  No      

Could exports from the country be readily redistributed among its foreign export
markets? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes    X  No      

What is the price elasticity of supply for affected imports? . . . . . .  High  X     Moderate          Low      

Price level compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Quality compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent  X  Below      

   1Not applicable.

V.  Position of interested parties

Petitioner.–The petitioners, Polymet Alloys Inc.1 and Rima Industrial S/A, have indicated their support for
inclusion of magnesium alloys in the U.S. Generalized System of Preferences.  According to petitioners, the
competitive nature of the markets for magnesium alloys combined with the current rate of duty for this product (6.5
percent), makes it virtually impossible for these firms to be competitive relative to other suppliers who do not have
to pay duties to sell their product in the U.S. market.  In November 1990, Rima filed for bankruptcy as a result of
heavy capital expenditures to expand its production capacity and very high interest rates triggered by a new
economic plan in Brazil. Petitioners claim that GSP inclusion would help Rima to emerge from bankruptcy
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and would help the Brazilian government achieve its goal of a positive trade balance for the economy in order to
protect the Brazilian currency against speculation.  The Brazilian government has been attempting to overcome its
financial crises of the last 6 months by relying on strong export sales and other internal measures to control its
debt.  A positive trade balance is an essential component in this strategy. 

Opposition.–Magcorp, a U.S. producer of alloy magnesium, opposes the granting of GSP status to imports
of magnesium under HTS 8104.30.00, arguing that granting such treatment to GSP nations would be detrimental
to the U.S. industry producing alloy magnesium and magnesium powder.  Because both domestically-produced and
foreign-produced magnesium are similar in quality, in that both products meet the technical requirements of end-
users, magnesium powder from Brazil, Russia, and other potential GSP suppliers is a close substitute for U.S.
produced magnesium powder.  As a result, Magcorp argues that the magnesium market is highly import sensitive
with market price as the dominant competitive factor.  GSP-eligible nations have an advantage in such market
conditions due to their lower labor and operating costs related to the lower environmental standards that are in
place in these nations.  According to Magcorp, the need to comply with strict environmental standards in this
country constitutes a significant cost factor in the production of magnesium.  Finally, Magcorp argues that market
conditions are likely to be further aggravated by planned large expansions in magnesium production capacity that
are currently underway in major non-GSP producing nations such as China, Canada, Israel, as well as GSP
producers such as Russia, the Ukraine, Kazakhstan, and Brazil.  These expansions, far in excess of the expected
increase in magnesium demand, combined with the prospect of GSP extension will make it difficult for U.S.
producers to compete.
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VI.  Summary of probable economic advice-Addition

*                    *                    *                    *                    *                    *                    *
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Table 1.–Unwrought magnesium alloys: U.S. imports for consumption, by principal sources, 1994-98, January-
August 1998-99

Source

January- August

1994 1995 1996 1997 1998 1998 1999

Value (1,000 dollars)

Canada 25,962 42,047 66,506 89,062 101,001 60,614 62,254

China 42 0 132 1,302 9,410 4,884 5,755

Russia 230 3,713 4,474 10,906 8,051 1,610 8,407

United Kingdom 1,800 2,596 3,316 3,258 3,856 2,843 2,671

France 0 0 225 637 2,262 1,068 2,656

Mexico 41 157 692 1,133 1,849 1,132 909

Israel 0 0 0 0 258 258 0

Germany 0 3 0 714 153 0 0

Japan 0 325 0 4 54 0 0

Greece 0 0 0 0 15 0 0

Austria 8 0 0 0 0 0 0

Belgium 39 0 0 0 0 0 193

All other 2,193 1,670 81 12 0 0 3,073

Total 30,268 50,511 75,426 107,028 126,909 72,409 85,725

Total from GSP-eligible
nations 230 3,713 4,532 10,906 8,051 1,610 11,287

Percent

Canada 85.8 83.2 88.2 83.2 79.6 83.7 72.6

China 0.1 0.0 0.2 1.2 7.4 6.7 6.7

Russia 0.8 7.4 5.9 10.2 6.3 2.2 9.8

United Kingdom 5.9 5.1 4.4 3.0 3.0 3.9 3.1

France 0.0 0.0 0.3 0.6 1.8 1.5 3.1

Mexico 0.1 0.3 0.9 1.1 1.5 1.6 1.1

Israel 0.0 0.0 0.0 0.0 0.2 0.4 0.0

Germany 0.0 0.0 0.0 0.7 0.1 0.0 0.0

Japan 0.0 0.6 0.0 0.0 0.0 0.0 0.0

Greece 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Austria 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Belgium 0.1 0.0 0.0 0.0 0.0 0.0 0.2

All other 7.2 3.3 0.1 0.0 0.0 0.0 3.6
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Share from GSP-eligible
nations 0.8 7.4 6.0 10.2 6.3 2.2 13.2

Note.--Because of rounding, figures may not add to totals shown.

Source:  Compiled from official statistics of the U.S. Department of Commerce.
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Table 2.-–Unwrought magnesium alloys: U.S. exports of domestic merchandise, by principal markets, 1994-98,
January-August 1998-99

Market

January - August

1994 1995 1996 1997 1998 1998 1999

Value (1,000 dollars)

Canada 11,550 9,624 16,595 17,073 15,958 13,605 2,511

Netherlands 49 239 3,357 6,573 6,195 5,564 42

Japan 102 277 273 274 1,421 1,047 239

Israel 486 930 684 2,049 943 795 0

Spain 0 14 121 315 566 251 416

France 31 0 43 82 276 167 117

Finland 43 27 0 246 238 175 0

Sweden 0 0 0 193 143 84 0

Mexico 217 217 109 326 116 116 223

Korea 217 184 39 189 113 41 116

Germany 20 43 24 184 62 62 34

United Kingdom 83 77 137 72 52 20 147

All other 958 3,501 1,810 987 120 82 1,105

Total 13,756 15,133 23,192 28,563 26,203 22,009 4,950
Percent

Canada 84.0 63.6 71.6 59.8 60.9 61.8 50.7

Netherlands 0.4 1.6 14.5 23.0 23.6 25.3 0.8

Japan 0.7 1.8 1.2 1.0 5.4 4.8 4.8

Israel 3.5 6.1 2.9 7.2 3.6 3.6 0.0

Spain 0.0 0.1 0.5 1.1 2.2 1.1 8.4

France 0.2 0.0 0.2 0.3 1.1 0.8 2.4

Finland 0.3 0.2 0.0 0.9 0.9 0.8 0.0

Sweden 0.0 0.0 0.0 0.7 0.5 0.4 0.0

Mexico 1.6 1.4 0.5 1.1 0.4 0.5 4.5

Korea 1.6 1.2 0.2 0.7 0.4 0.2 2.3

Germany 0.1 0.3 0.1 0.6 0.2 0.3 0.7

United Kingdom 0.6 0.5 0.6 0.3 0.2 0.1 3.0

All other 7.0 23.1 7.8 3.5 0.5 0.4 22.3

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Note.--Because of rounding, figures may not add to totals shown.

Source:  Compiled from official statistics of the U.S. Department of Commerce.
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 Magnesium Raspings, Turnings, Granules, and Powders

I.  Introduction

  X  Addition to GSP

HTS subheading(s) Short description
Col. 1 rate of
duty (1/1/00)

Like or directly
competitive article
produced in the United
States on Jan. 1, 1995?

Percent ad
valorem

8104.30.00 Magnesium raspings, turnings and granules, graded
according to size; powders

4.4% Yes

Description and uses.--Magnesium raspings, turnings, granules, and powders are differently sized
particles that are produced from the machining or grinding of magnesium ingots or billets.  These materials are
typically blended with other desulfurizing agents such as lime and calcium carbide, and used in the steelmaking
process to reduce the sulfur content of steel and in defense applications, in anti-aircraft firing devices.

II.  U.S. market profile

Profile of U.S. industry and market, 1994-98

Item 1994 1995 1996 1997 1998

Producers (number) . . . . . . . . . . . . . . . . . . . . 6 6 6 6 6

Employment (1,000 employees) . . . . . . . . . . . . (1) (1) (1) (1) (1 )

Shipments (1,000 dollars) . . . . . . . . . . . . . . . . 48,500 62,200 52,860 42,560 38,270

Exports (1,000 dollars) . . . . . . . . . . . . . . . . . . 3,293 3,359 2,716 4,658 3,624

Imports (1,000 dollars) . . . . . . . . . . . . . . . . . . 3,573 4,591 14,272 34,347 40,597

Consumption (1,000 dollars) . . . . . . . . . . . . . . 48,780 63,432 64,416 72,249 75,243

Import-to-consumption ratio (percent) . . . . . . . 7 7 22 48 54

Capacity utilization (percent) . . . . . . . . . . . . . (1) (1) (1) (1) (1)

1Not available.

Source:  Data compiled from official statistics of the U.S. Department of Commerce and the U.S. Department of Interior. 
Certain figures estimated by USITC staff from data provided by U.S. Department of Interior.

Comment.–U.S. consumption of subject magnesium products has risen during 1994-98 due to strong
demand for use in desulfurization applications as a result of strong demand for iron and steel products.  According
to the U.S. magnesium powder industry, imports from China are largely responsible for the decline in U.S.
shipments between 1995 and 1998.  In the view of U.S. producers, China has taken advantage of its considerable
magnesium ingot capacity to produce and export magnesium powder to the United States.  According to certain
U.S. domestic powder producers, an antidumping duty order on magnesium ingot from China have encouraged the
grinding of magnesium into powder or into magnesium “chips” abroad and its importation into the United States. 
This process avoids dumping duties and enables importers to sell the material directly to steel plants or to convert
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the chips to final product form, either turnings, raspings, or powder, to sell to steel plants.1  

III.  GSP import situation, 1998

U.S. imports and share of U.S. consumption, 1998

Item Imports

Percent
 of total
imports

Percent 
of GSP
imports

Percent 
of U.S.

consumption

1,000
dollars

Grand total1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,597 100 - 54

Imports from GSP countries:

GSP total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 104 (1) 100 (1)

Cocos Islands . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 104 (1) 100 (1)

                                                                                                                                                                                                   
1 Less than 0.5 percent.

Comment.–U.S. imports from China of subject merchandise increased from $61,000 in 1994 to $25.4
million in 1998.  U.S. imports from Canada increased from $2 million in 1994 to $14 million in 1998.   Imports
from GSP-eligible countries decreased from $253,000 in 1994 to $104,000 in 1998, with the Cocos Islands, a
Territory of Australia, supplying all GSP imports in 1998.  The import-to-consumption ratio for total imports was
54 percent in 1998, and the ratio for GSP imports was less than 1 percent.  GSP-eligible countries are not currently
significant producers of subject products, however, U.S. producers emphasize that nations with significant
magnesium ingot capacity, such as Russia and the Ukraine, are capable of entering this market.
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IV.  Competitiveness profiles, GSP suppliers

Competitiveness indicators for Brazil for all digest products

Ranking as a U.S. import supplier, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     (1)  

Aggregate demand elasticity (price elasticity of U.S. demand for the product from all sources, foreign and domestic):

Is the product a finished product for final sale to consumers? . . . . . . . . . . . . . . . . . . . Yes       No   X  

Is the product an intermediate good used as an input in the production of another good? Yes   X  No       

Is the product an agricultural or food product? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes        No   X  

What is the aggregate price elasticity of U.S. demand? . . . . . . . . . . . . .  High           Moderate      Low   X  

Substitution elasticity:

What is the similarity of product characteristics (such as quality, physical specifications, shelf-life, etc.) between imports
from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate      Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate      Low     

What is the similarity of conditions of sale and distribution (such as lead times between order and delivery dates, payment
terms, product service, minimum order size, variations in availability, etc.) between imports from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X    Moderate        Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High          Moderate   X   Low     

What is the substitution elasticity? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate        Low     

Supply elasticity for affected imports:

Can production in the country be easily expanded or contracted in the short term? . . . Yes   X  No     

Does the country have significant export markets besides the United States? . . . . . . . . Yes       No   X  

Could exports from the country be readily redistributed among its foreign export
markets? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes       No   X  

What is the price elasticity of supply for affected imports? . . . . . .  High         Moderate   X      Low      

Price level compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent   X  Below       

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent   X  Below       

Quality compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent   X  Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent   X  Below      

  1Not applicable.  There were no U.S. imports of magnesium raspings, turnings, granules, or powders from Brazil in 1998.  

Comment.–Rima Industrial S/A is the only known producer of magnesium powder in Brazil.  ***.
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IV.  Competitiveness profiles, GSP suppliers--Continued

Competitiveness indicators for all GSP countries and for all digest products

Ranking as a U.S. import supplier, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     (1)  

Aggregate demand elasticity (price elasticity of U.S. demand for the product from all sources, foreign and domestic):

Is the product a finished product for final sale to consumers? . . . . . . . . . . . . . . . . . . . Yes       No   X  

Is the product an intermediate good used as an input in the production of another good? Yes   X  No       

Is the product an agricultural or food product? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes        No   X  

What is the aggregate price elasticity of U.S. demand? . . . . . . . . . . . . .  High           Moderate      Low   X   

Substitution elasticity:

What is the similarity of product characteristics (such as quality, physical specifications, shelf-life, etc.) between imports
from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate      Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate      Low     

What is the similarity of conditions of sale and distribution (such as lead times between order and delivery dates, payment
terms, product service, minimum order size, variations in availability, etc.) between imports from this supplier and:

Imports from other suppliers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High   X    Moderate        Low     

U.S. producers? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High          Moderate   X   Low     

What is the substitution elasticity? . . . . . . . . . . . . . . . . . . . . . . . . . . . .  High    X    Moderate        Low     

Supply elasticity for affected imports:

Can production in the country be easily expanded or contracted in the short term? . . . Yes   X  No     

Does the country have significant export markets besides the United States? . . . . . . . . Yes       No   X  

Could exports from the country be readily redistributed among its foreign export
markets? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Yes       No   X  

What is the price elasticity of supply for affected imports? . . . . . .  High         Moderate   X      Low      

Price level compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent   X  Below       

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent   X  Below       

Quality compared with--

U.S. products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent   X  Below      

Other foreign products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Above      Equivalent   X  Below      

1 Not applicable.

Comment.–U.S. industry officials indicate that although there is little presence of subject products from
GSP countries in the U.S. market, any large producer of magnesium ingot, such as Russia and Kazakhstan, could
easily convert ingot into subject products to export to the United States, as China has done.  It is believed that any
imports from Russia and Kazakhstan would be priced comparably and would be of comparable quality to the
current imports from China.
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V.  Position of interested parties

Petitioner.––The petitioners, Polymet Alloys Inc.2 and Rima Industrial S/A, have indicated their support
for inclusion of magnesium powders in the GSP.  According to petitioners, the competitive nature of the markets
for magnesium powder combined with the current rate of duty for this product (4.4 percent), makes it virtually
impossible for these firms to be competitive relative to other suppliers who are not charged duties to sell their
product in the U.S. market.  In November 1990, Rima filed for protection under the bankruptcy laws as a result of
heavy capital expenditures to expand its production capacity and very high interest rates triggered by a new
economic plan in Brazil. Petitioners claim that GSP inclusion would help Rima to emerge from bankruptcy and
would help the Brazilian government achieve its goal of a positive trade balance for the economy in order to
protect the Brazilian currency against speculation.  The Brazilian government has been attempting to overcome its
financial crises of the last 6 months by relying on strong export sales and other internal measures to control its
debt.  A positive trade balance is an essential component in this strategy. 

Opposition.–Magcorp, a U.S. producer of alloy magnesium, opposes the granting of GSP status to imports
of magnesium under HTS 8104.30.00, arguing that granting such treatment to GSP nations would be detrimental
to the U.S. industry producing alloy magnesium and magnesium powder.  Because both domestically-produced and
foreign-produced magnesium are similar in quality, in that both products meet the technical requirements of end-
users, magnesium powder from Brazil, Russia, and other potential GSP suppliers is a close substitute for U.S.
produced magnesium powder.  As a result, Magcorp argues that the magnesium market is highly-import sensitive
with market price as the dominant competitive factor.   GSP-eligible nations have an advantage in such market
conditions due to their lower labor and operating costs related to the lower environmental standards that are in
place in these nations.  According to Magcorp, the need to comply with strict environmental standards in this
country constitutes a significant cost factor in the production of magnesium.  Finally, Magcorp argues that market
conditions are likely to be further aggravated by planned large expansions in magnesium production capacity that
are currently underway in major non-GSP producing nations such as China, Canada, and Israel, as well as GSP
producers such as Russia, Ukraine, Kazakhstan, and Brazil.  These expansions, far in excess of the expected
increase in magnesium demand, combined with the prospect of GSP extension will make it difficult for U.S.
producers to compete.

Rossborough, a U.S. manufacturer of magnesium powder at its facility in Walkerton, Indiana, is opposed
to the designation of magnesium powder as a GSP-eligible article.  Despite recent moves to reduce the  cost of
producing its powder by purchasing lower cost magnesium alloy input from China, Rossborough finds it
increasingly difficult to compete with low-cost imported powder.  The market for magnesium powder is highly
competitive, with imports easily substituting for domestically produced powder in end-use applications. 
Rossborough believes that GSP eligibility will lead to increased import penetration in the U.S. market, loss of
market share for U.S. producers, further price erosion of powder and will result in additional idling of domestic
production capacity.  According to Rossborough, imports already enjoy a competitive advantage in the U.S. market
because U.S. powder producers must pay a duty on the magnesium raw materials they are forced to import in order
to remain competitive with low-priced imported powder already in the market.  The company notes that GSP-
supplier Russia is poised to enter the powder market as a result of projects underway to increase magnesium
capacity.  GSP eligibility would also encourage GSP suppliers to enter the U.S. magnesium powder directly,
denying vital magnesium ingot supplies to U.S. powder producers.  

Reactive Metals & Alloys Corp. (REMACOR), a supplier of magnesium-based products to the U.S. steel
industry for use in desulfurization, manufactures these products at manufacturing plants in West Pittsburgh, PA;
Gary, IN; and Lindon, UT.  REMACOR states that designation of magnesium powder as GSP-eligible will cause
further injury to the U.S. magnesium powder industry and affirms that it has already suffered significant harm
from such imports of powder.  According to REMACOR, its position in the magnesium powder market would be
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adversely affected if GSP eligibility is granted because the firm now pays a 4.4 percent duty on the imported
magnesium “chips” it converts into powder.   As a result, GSP competitors, who produce their own magnesium
ingot, enjoy an unfair competitive advantage in the U.S. market.

Reade Manufacturing Co. and its related company, Hart Metals, Inc., U.S. producers of magnesium
powder, are opposed to the designation of magnesium powder as a product eligible for the GSP.  These firms claim
that such designation will further injure the U.S. magnesium powder industry, an industry that has experienced
significant decline as a result of low-priced imports of powder from China.  Reade and Hart assert that their
companies have experienced significant erosion in sales volume and in prices as a result of imports.  U.S.
producers of magnesium powder are already at a competitive disadvantage compared to foreign imports, according
to Reade and Hart, because domestic producers are forced to pay a 4.4 percent duty on essential raw materials
imports from China.   Reade and Hart also dispute the allegation by petitioners that imports from Brazil cannot
compete in the U.S. market without GSP-duty elimination.  According to these firms, Brazilian and other GSP
imports already compete in the U.S. powder market without GSP status.    

The ESM Group Inc., a magnesium powder producer with facilities in Pennsylvania and in Indiana,
opposes the designation of magnesium powder as an eligible product under the GSP.  ESM claims that a great
increase in imports of powder from China has already weakened the U.S. industry producing this product, causing
substantial declines in sales, production, capacity utilization, and employment by depressing prices for these
products.  As a result of increased imports of powder, the U.S. powder industry, to remain competitive, has been
forced to buy low-priced foreign-sourced magnesium raw material, for which it pays a 4.4 percent rate of duty. 
ESM Group fears that if GSP suppliers begin to compete directly in the U.S. powder market they may refuse to
supply the U.S. industry with raw material it requires to produce powder competitively.  Finally the ESM Group
states that U.S. consumers would not benefit significantly from the extension of eligibility for duty-free treatment
under the GSP for magnesium powder, since it would come at the expense of, or cause the elimination of, the
domestic U.S. powder industry.  
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VI.  Summary of probable economic advice-Addition

*                    *                    *                    *                    *                    *                    *
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Table 1.–Magnesium raspings, turnings, granules and powders: U.S. imports for consumption, by principal
sources, 1994-98, January-August 1998-99

Source

January- August

1994 1995 1996 1997 1998 1998 1999

Value (1,000 dollars)

China 61 88 4,410 16,336 25,381 12,951 21,550

Canada 1,963 2,700 8,183 16,986 14,492 11,714 6,616

Switzerland 420 952 786 632 540 335 289

Cocos Islands 0 0 0 0 104 0 0

Japan 0 0 0 8 27 26 0

United Kingdom 576 453 3 3 18 0 345

Austria 3 0 0 255 11 0 24

Germany 11 83 0 0 11 6 0

Netherlands 0 0 0 0 7 7 0

France 114 77 95 127 7 0 0

Australia 131 0 0 0 0 0 0

Mexico 0 212 2 0 0 0 0

All other 293 25 793 0 0 0 58

Total 3,573 4,591 14,272 34,347 40,597 25,040 28,879

Total from GSP-eligible
nations 253 0 793 0 104 0 0

Percent

China 1.7 1.9 30.9 47.6 62.5 51.7 74.6

Canada 54.9 58.8 57.3 49.5 35.7 46.8 22.9

Switzerland 11.8 20.7 5.5 1.8 1.3 1.3 1.0

Cocos Islands 0.0 0.0 0.0 0.0 0.3 0.0 0.0

Japan 0.0 0.0 0.0 0.0 0.1 0.1 0.0

United Kingdom 16.1 9.9 0.0 0.0 0.0 0.0 1.2

Austria 0.1 0.0 0.0 0.7 0.0 0.0 0.1

Germany 0.3 1.8 0.0 0.0 0.0 0.0 0.0

Netherlands 0.0 0.0 0.0 0.0 0.0 0.0 0.0

France 3.2 1.7 0.7 0.4 0.0 0.0 0.0

Australia 3.7 0.0 0.0 0.0 0.0 0.0 0.0

Mexico 0.0 4.6 0.0 0.0 0.0 0.0 0.0

All other 8.2 0.5 5.6 0.0 0.0 0.0 0.2

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Share from GSP-eligible
nations 7.1 0.0 4.6 0.0 0.3 0.0 0.0

Note.--Because of rounding, figures may not add to totals shown.

Source:  Compiled from official statistics of the U.S. Department of Commerce.
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Table 2.-–Magnesium raspings, turnings, granules and powders: U.S. exports of domestic merchandise, by
principal markets, 1994-98, January-August 1998-99

Market

January - August

1994 1995 1996 1997 1998 1998 1999

Value (1,000 dollars)

Canada 402 814 940 2,317 798 687 590

Brazil 69 206 12 223 691 244 483

Japan 1,204 508 259 697 531 383 104

China 0 0 0 0 387 387 0

United Kingdom 108 306 445 102 368 63 212

Israel 210 223 3 377 227 0 149

Korea 777 373 339 396 210 70 202

Mexico 153 170 144 276 195 185 49

Taiwan 42 10 43 4 54 53 0

France 7 83 394 3 33 3 0

Pakistan 0 0 0 0 32 32 0

Germany 70 17 15 19 30 21 3

All Other 251 649 122 244 68 46 262

Total 3,293 3,359 2,716 4,658 3,624 2,174 2,054
Percent

Canada 12.2 24.2 34.6 49.7 22.0 31.6 28.7

Brazil 2.1 6.1 0.4 4.8 19.1 11.2 23.5

Japan 36.6 15.1 9.5 15.0 14.7 17.6 5.1

China 0.0 0.0 0.0 0.0 10.7 17.8 0.0

United Kingdom 3.3 9.1 16.4 2.2 10.2 2.9 10.3

Israel 6.4 6.6 0.1 8.1 6.3 0.0 7.3

Korea 23.6 11.1 12.5 8.5 5.8 3.2 9.8

Mexico 4.6 5.1 5.3 5.9 5.4 8.5 2.4

Taiwan 1.3 0.3 1.6 0.1 1.5 2.4 0.0

France 0.2 2.5 14.5 0.1 0.9 0.1 0.0

Pakistan 0.0 0.0 0.0 0.0 0.9 1.5 0.0

Germany 2.1 0.5 0.6 0.4 0.8 1.0 0.1

All Other 7.6 19.3 4.5 5.2 1.9 2.1 12.8

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Note.--Because of rounding, figures may not add to totals shown.

Source:  Compiled from official statistics of the U.S. Department of Commerce.
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